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THE PHANTOM OF THE OPEN HEARTH 


How would you like to build a $45 million open hearth furnace with only $10 million? You think 
it can't be done? At United States Steel, we Anow it can't be done. But under the existing tax 
laws on depreciation we're supposed to do it. 

Because it cost only $10 milliop to build an open hearth furnace 25 years ago, that's all that 
the tax laws let us set up to replace it when it wears out—even though it costs $45 million to 
build one today. The additional $35 million has to come from profits. But profits we spend on 
replacement are only phantom profits. They can’t be used for research, expansion, payments to 
our shareholders—the things profits shou/d be used for. We have to use them just to stand still. 

Last year, nearly % of all the profits that United States Steel earned were phantom profits. 

USS is a registered trademark 
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Southern California 
Edison Company 


DIVIDENDS 


The Board of Directors has 


tuthorized 





the payment of 
the following quarterly divi 
dends 





ORIGINAL PREFERRED STOCK 
Dividend No. 198 
60 cents per shore; 


Ee; CUMULATIVE PREFERRED STOCK, 
4.32% SERIES 

Dividend No. 47 

27 cents per share 








The above dividends are pay 
ible December 31, 1958, to 
stockholders of record De 





cember 5. Check wil e B 
matied from the {« m pany 3 
Ee 


fice in Los Angele Decem 











P.C. HALE, Treasurer 





November 17, 1958 








PHARMACEUTICAL PRODUCTS FOR 


THE MEDICAL PROFESSION SINCE 1888 


Laboratories 
The Board of 
Directors has de- 
clared the follow- 
ing quarterly divi- 
dends, payable Jan- 
uary 2, 1959, to 
shareholders of rec - 
ord Dec. 10, 1958: 
« 45 cents a share, 
plus an extra divi- 
dend of 10 cents a 
share. on Common 
Shares. 

« $1.00 a share on 
Preferred Shares. 


Consecutive 
Quarterly 
Dividend 


November 28, 1958 North Chicago, Hlinois 
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“Daddy, How Do | Look?” 


Yesterday it was dolls and pigtails and small scuffed shoes. Suddenly it’s her 
first grown-up “party dress "—and a little girl is a young lady. 

The things a family needs don't always come easily. There are times 

when any father may be pressed to provide them. 

Those are the times when a Beneficial loan proves its value... 

meeting unexpected needs with a small loan service that is friendly, dignified 
and dependable . . . and geared to family requirements both in amount 


and repayment schedule. 


.@ BENEFICIAL loan is for a beneficial purpose. 


Finance Co: 


Beneficial Building, Wilmington, Del. 
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The Trend of Events 


KHRUSHCHEV’S GLIB PROMISE OF PLENTY — AN AC- 
COMPLISHED REALITY IN U.S.A... . if anything could 
be more absurd it is Khruschev’s disclaimer of the 
advantages of capitalism, while in the same breath 
he promises the Russian people, at some future date, 
of course, the high standard of living that is com- 
monplace in the United States. 

Thus far the “People’s” Government has failed 
in its duty to supply its citizens with a decent 
standard of living — is still holding the land belong- 
ing to the peasants “in trust” for them (as they 
told me in the foreign office some years back) — 
still maintains its totalitarian system, with the 
citizen’s under police surveillance, without prospect 
of change and now, after 40 years, is reiterating 
the same unfilled promise of better days. 

Can the dream of even a decent standard of living 
ever be realized under the communistic system? I 
doubt it very much, for the goal of its leaders is 
world conquest, under a plan in which the people 
are merely pawns in the ambitious game of their 
leaders, and are exploited unmercifully without any 
of the rewards that should accrue to them. You 
cannot expect more under 
absolutism in the hands of a 





time after the war. In the former the people are still 
practically on a subsistence level, while the West 
Germans, under free enterprise, are enjoying a 
standard of living that is even higher than pre-war. 
That is the answer that should “bury” Khrush- 
chev’s claims and promises, to use K’s own expres- 
sion. In fact, Russia would never have come as far 
as it has if it had not been for the use of slave 
labor. And it is well recognized that the flight of 
East Germans escaping to West Berlin, particularly 
the artisans, engineers and skilled workmen seeking 
freedom and free enterprise is in a large measure 
responsible for Khrushchev’s recent threat to turn 
over the city of Berlin to control of the East German 
Communists, in the hope of destroying the area that 
is the show window of Western accomplishment, 
when compared with the decline in the fortunes of 
the people of East Germany under communism. 
And yet the United States, as well as the rest of 
the Western World, is not using this wonderful 
example to show up serious communist failure in 
the realm of achieving a better life for the individ- 
ual. To show that Capitalism, not Communism, is 
the people’s Government. 





bureaucracy. 
The best example before us 
of the lack of interest the 


communists have in the wel- 
fare of their citizens is to be 
found in the striking contrast 
between conditions in Com- 
munist East and Free West 
Germany. Both sections start- 


regular feature. 
ed from scratch at the same f 





We call the attention of the reader to 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business men. To keep 
abreast of the forces that may shape 
tomorrow’s markets, 


That we are the hope of the 
world for a better life. 

When are we going to get 
around to using the real am- 
munition we have against 
Communism, instead of con- 
tenting ourselves merely with 
being on the defensive against 
their utterances — their dis- 
integrating tactics — nd 
their false promises. 


don’t miss this 
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As J See Jt! 


By James J. Butler 


TOMORROW’S LEADERSHIP AND DESTINY — 
ROCKEFELLER ... NIXON — WHICH? 


THE entrance of Nelson Rockefeller into the poli- 
tical arena as Republican candidate for Governor of 
New York State was electric. 

His dynamic personality and charm—his forth- 
right approach, tempered by tact and good judg- 
ment in his campaign speeches, won him many 
admiring friends among Republicans and Demo- 
crats alike. So strong was his vote-getting appeal 
that he swept the entire State GOP slate into office 
with but one exception—injecting an entirely new 
figure of national importance, long lacking, into the 
political skyline looking to the 1960 Presidential 
election. 

Mr. Rockefeller is not merely a charming man, 
but has demonstrated strong capabilities in dealing 
with South American affairs and with various situ- 
ations in other countries around the world. He has 
shown the understanding and executive capacity 
necessary and desirable for the great office of the 
Chief Executive. 

Whether he will be willing to stand for the presi- 
dency in 1960 is still a matter of conjecture, but it 
seems to me that it will take more than two years 
to solve the problems of New York State. At least 
two terms will be necessary. And if he possesses the 
political acumen and comes through successfully, 
this experience added to his talents would make 
him invincible as a Presidential candidate in 1964. 

Maybe it was to squash rumors of rivalry that he 
met with Richard M. Nixon in Washington to dis- 
cuss the situation, out of which, it is said, has 
emerged an understanding that neither would fire 
upon the other’s political aspirations in the fateful 
two years that will lapse before the National Re- 
publican Convention picks a Presidential candidate. 
They didn’t phrase it in that exact language. They 
didn’t have to; the purpose of the meeting was 
plain, and the separate statements of the conferees 
add up to no other conclusion. As matters stand to- 
day, one of them will bear the GOP standard in 
1960. Each seems willing to rest on past and contin- 
uing performance in public office, and be judged 
accordingly. That judgment can start today. 

Vice President Nixon, we would say, is front 
runner for the nomination. He faces fewer hazards 
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than confront Governor-elect Rockefeller. On the 
other hand, he will have fewer opportunities to en- 
hance his reputation than will the new Governor of 
the Empire State. In the case of Nixon it is a hold- 
ing operation; Rockefeller’s future in public life 
lies in degree of his forward movement. Both will 
be under heavy assault from the democratic party 
organization and, to a lesser degree, each will suffer 
undermining tactics by the partisans of the other. 

In view of broadened experience, Nixon should 
be considered a more formidable prospect for 1960 
than he might have been in, say, 1956. Yet it can- 
not be denied that there are undercurrents which 
might be sapping his strength. He carried the load 
in the 1958 election campaign which was destined to 
be a loss to the GOP of almost unprecedented pro- 
portions. The “New Nixon” which he so carefully 
cultivated for two years, evaporated—so much so 
that President Eisenhower was moved to issue 
words of cautious advice. Making an issue of fore- 
ign affairs may have been Nixon’s serious mistake. 
Ike thought so. 

The weakness in the Nixon arsenal, we think, 
is not so much the curse of over-exposure as tele- 
vision artists call it, as it is the paucity of oppor- 
tunity for a Vice President to do much in the dra- 
matic or spectacular manner. He is the Vice Presi- 
dent and he presides over the Senate. He has trav- 
eled abroad for his Chief, and usually with a high 
degree of success. The Latin-American tour was 
the only exception, and this was not an attack on 
Mr. Nixon. It was the action of leftist and anti- 
U.S. factions. 

What of Rockefeller? The upcoming Governor- 
elect of New York already is beating Nixon in some 
public opinion preference polls. These may be dis- 
counted on the basis of enthusiasm generated by 
Rockefeller’s “miracle man” performance in the 
face of a national democratic trend, and his unas- 
sailable position, which they believe makes him an 
invincible candidate. Yet, as said above, Rockefeller 
faces two state legislative years before the party’s 
national convention is called to order. They will be 
trying years. No holds will be barred by the demo- 
crats in making political life miserable for him. But 
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there already is evidence that his opposition may 
become so obvious as to redound in his favor. If he 
presents a plausible legislative program and spirit- 
edly advocates it, he will gain much. A Governor 
of New York has abundant opportunity for illumi- 
nating his wisdom and his qualities of leadership. 
Rockefeller demonstrated in his campaign that he 
misses no trick there. 

The name “Rockefeller” might have been a bar- 
rier half a century ago. But today it is associated 
with the loftiest objectives in the promotion of 
man’s betterment, the world over. The Rockefeller 
funds and foundations have advanced civilization, 
enlivened education and science, brought health to 
ailing areas, and created friends for the United 
States and for one of its leading citizens every- 
where. Nelson Rockefeller has 
been the sponsor and person- 
al administrator of many of 
these movements. One has 
but to recall the tremendous 
welcome he received in his re- 
cent trip to Latin America 
to fit him into the role of Am- 
bassador of Good Will. There 
was no organized turnout 
during Rockefeller’s visit 
save a friendly one. 

A political party’s national 
convention is not made up of 
neophytes or sentimentalists. 
It is as much a professional 
gathering as a national meet- 
ing of physicians, dentists, or 
architects. One dumped 
Senator Robert A. Taft in 
favor of General Eisenhower 
who was then an unknown 
quantity — but who was a 
man the pro’s figured, cor- 
rectly, could win. Another 
didn’t hesitate to take a form- 
er democrat and Johnny- 
come-lately to politics, Wen- 
dell Willkie, over a field 
which didn’t include him un- 
til 2 weeks before the con- 
vention. 

Nixon might win the nomi- 
nation if it were to be be- 
stowed today. He has state 
and local party leaders under obligation to him; he 
has spoken at their fund-raising dinners, thrust 
himself into local campaigns. Their disposition 
would be to return the compliment. But Rockefeller 
is in an ascendancy, with magnetic personality, no 
sworn political enemies within or outside his 
party, a record of administrative performance at 
home as a Presidential adviser and abroad as the 
architect of the Inter-American association of 21 
republics, a background of family benefactions un- 
related to personal aggrandizement—and two years 
in which to make good as Governor of the biggest 
state in the Union. 

Rockefeller seems to be the answer to the party’s 
hope for a strong candidate and a rallying point 
for the entire Republican party. Today there seems 
to be little doubt that the nominee will be Nixon or 
Rockefeller. Much can happen in two years. Much 
will happen. 
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Vice Pres. 


Rockefeller’s More Immediate Test 


In the meantime, Mr. Rockefeller is engaged in 
seeking ways and means to meet the $2 billion defi- 
cit in revenue for New York State as indicated by 
preliminary studies. His popularity may depend on 
how he meets this problem because you can be sure 
the opposition, and even his new admirers, will be 
watching to see the manner in which he handles 
this all-important problem. If he is able to cut the 
budget to that extent all will be well, but his critics 
will raise a hue and cry to high heaven if he is 
obliged to resort to new taxation instead. This will 
be his first test, and if he passes with flying colors 
considerable tolerance will develop on his activities 
in other directions. 





Nixon confers with Governor-Elect Nelson Rockefeller. 


With the sharp minds available to him, determined 
to do a real job in putting the state’s finances and 
economy in order, we can expect coordination of 
effort, which will result in accomplishment that will 
surprise and chagrin the opposition, who are ready 
to make much out of any trifle, let alone a matter 
as important as new taxes which affects the elector- 
ate at its touchiest point. 

It is well to remember that Mr. Rockefeller’s 
victory sounded the death knell to the ambitions of 
Ex-Governor Harriman, and a lesser man than the 
new incumbent would have had much to fear from 
political reprisals. But the position of Governor- 
Elect Rockefeller is unassailable and there is every 
reason to believe that he will make the kind of 
governor the state so urgently needs, and that his 
record will bring him the presidential nomination 
when he chooses to run for that office. END 
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Stocks Whipsawed By Thin Market 


The sharpest sell-off in several years has now been followed by a good but partial rec- 
overy, thus leaving the recent 1958 highs in the averages subject to test. Seasonal 


factors are currently favorable, 
Stocks remain high, solid values few. 


but there may 


be more profit taking in January. 


By A. T. MILLER 


"The recent movement of this market can 
be pictured adequately only by the intraday limits 
of the averages, since the range of closing levels 
has been considerably more restricted. So viewed, 
the recent sharp, brief sell-off by the industrial aver- 
age from its November all-time high of 572.05 
amounted to 33.62 points or about 6%. It sufficed 
to cancel almost one quarter of the total prior April- 
November phase of advance, which had footed up 
to 134.80 points. 

Purely technical sell-offs in the modern market — 


MEASURING MARKET SUPPORT 


CONSTANTLY SHIFTING SUPPLY & DEMAND 


THE MARKET IS A TUG-OF-WAR 
PRODUCES THE FLUCTUATIONS 


PITT ETTIII 


370 DEMAND FOR STOCKS 


As Indicated by Transechons of Rising Prices 


350 {{{ 
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which is to say those unrelated to anticipation of 
business recession or to deeply shocking news events 
— do not generally amount to much, if any, more 
than that. So it is not surprising that this one, 
instead of picking up momentum, attracted buyers. 
On balance, individual investors and speculators re- 
main sold — probably over-sold — both on the threat 
of inflation and on prospects for business activity, 
corporate earnings and dividends. With their large 
inflow of cash continuing, mutual funds and pension 
trusts remain buyers on balance. Despite recent 
speculative excess, stocks are in gen- 
eral, more strongly held than in older 
times; and it will take more than tech- 
nical reactions te “unsell” people and 
investment funds on equities. 


Scope Of Rebound 


In two trading sessions to last week’s 
close the industrial average had a 
maximum rebound of 20.61 points, 
thus making up about three-fifths of 
the sell-off; and the recovery was ex- 
tended moderately up to our press clos- 
ing time. For the rail average, the 
sell-off was also 6%; the cancellation 
of the April-November rise little over 
16% ; the recovery of the dip to last 
week’s close nearly four-fifths. In the 
case of utilities, the retracement of the 
April-November phase of advance was 
more than one quarter, even though 


260 the price fall was less than 4.4% ; and 
little more than two-fifths of the latter 

250 a = made up at last Friday’s best 
evel. 

240 Other things being at all equal — 
technical reactions figure to be less 

230 extensive than in past. Aside from in- 


stitutional support, however, they have 
some rough relation to the scope of 
prior advance from major lows; in 
this case about 35% for the industrial 
average (closing prices) in about 13 
months from October, 1957. To cite a 
few comparisons, a 12-month rise of 
41% to June, 1950, was followed by 
about a 7.5% reaction. A 16-month 
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rise of 47% to July, 1943, 


was followed by a fall of TREND INDICATORS YEARLY RANGE 1948-1957 


11%. An advance of well 
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Regardless of institu- 
tional support, the increas- 
ed proportion of individuals who regard their stocks 
as long-pull investments and the relative unimport- 
ance of the margin position in terms of total value 
of Big-Board listed shares, nobody can say that a 
sell-off of 10% or more — without a news shock or 
basic change in the business picture — has now 
become impossible. To hold so would be to argue 
that, no matter how extreme a market may get, as 
measured by price-earnings ratios and yields, no 
penalty need be paid beyond moderate (5%-7), 
and fairly brief, technical dips from time to time, 
each making stocks all the more alluring to buyers. 


Position of the Market 


At a presumably early stage of business recovery, 
average industrial stock prices are about as high in 
relation to earnings and dividends as they ever 
were before at major bull-market peaks in late 
phases of business cycles. There is more speculation 
in “cats and dogs” than in many years, with a 
number of them reaching new highs on last week’s 
market rebound, whereas few Blue Chips did. There 
must be limits somewhere to “confidence,” to gul- 
libility, to price-earnings ratios — beyond which 
the market must either retreat more than it has 
recently done or consolidate its position for an 
extended time. 

It is true that — as basic growth of utility profits 
continues — industrial and rail earnings are in a 
recovery trend. Thus, price-earnings ratios are 
lower on possible annual-rate earnings a year hence 
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than on current annual-rate earnings. Even so, 
present market expectations could be too high. On 
the one hand, efficiency has improved and industrial 
operating margins have made up some of the prior 
shrinkage. On the other hand, industry will remain 
in a period of plentiful supply, keen competition 
and choosy demand. Business may get back to a 
boom level, say by 1960, before profits do. 

The improvement in rail earnings is partly ficti- 
tious, since the industry is skimping both on routine 
maintenance outlays and capital improvements in 
order to bolster depleted cash positions. When 
“economies” in the rail industry prove more than 
temporary, that will be something new, for the 
unions will sop up any real savings sooner or later. 
In the case of both rails and industrials, improve- 
ment in dividends over the next year can only be 
fairly small, since present payout rates are abnor- 
mally high in far more cases than not. 

The inflationary implications of the increased De- 
mocratic majorities in Congress could be exagger- 
ated. The people voted for a change, for some fresh 
and younger faces — but you would have to have a 
hole in the head to think they voted for higher liv- 
ing costs. One can well have reservations about the 
judgement of people who are now sold on inflation, 
and on stocks at yields of 3.5% or less, but who 
ignored earlier inflation when it was really dynamic 
and who had little interest in common stocks when 
yields averaged 6% or more. If December is a 
seasonally good market month, January could well 
be less so. — Monday, December 1. 
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Stocks Whipsawed By Thin Market 


The sharpest sell-off in several years has now been followed by a good but partial rec- 
overy, thus leaving the recent 1958 highs in the averages subject to test. Seasonal 


factors are currently favorable, but there may 


Stocks remain high, solid values few. 


be more profit taking in January. 


By A. T. MILLER 


The recent movement of this market can 
be pictured adequately only by the intraday limits 
of the averages, since the range of closing levels 
has been considerably more restricted. So viewed, 
the recent sharp, brief sell-off by the industrial aver- 
age from its November all-time high of 572.05 
amounted to 33.62 points or about 6%. It sufficed 
to cancel almost one quarter of the total prior April- 
November phase of advance, which had footed up 
to 134.80 points. 

Purely technical sell-offs in the modern market — 
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which is to say those unrelated to anticipation of 
business recession or to deeply shocking news events 
— do not generally amount to much, if any, more 
than that. So it is not surprising that this one, 
instead of picking up momentum, attracted buyers. 
On balance, individual investors and speculators re- 
main sold — probably over-sold — both on the threat 
of inflation and on prospects for business activity, 
corporate earnings and dividends. With their large 
inflow of cash continuing, mutual funds and pension 
trusts remain buyers on balance. Despite recent 
speculative excess, stocks are in gen- 
eral, more strongly held than in older 
times; and it will take more than tech- 
nical reactions te “unsell” people and 
investment funds on equities. 


Scope Of Rebound 


In two trading sessions to last week’s 
close the industrial average had a 
maximum rebound of 20.61 points, 
thus making up about three-fifths of 
the sell-off; and the recovery was ex- 
tended moderately up to our press clos- 
ing time. For the rail average, the 
sell-off was also 6% ; the cancellation 
of the April-November rise little over 
16% ; the recovery of the dip to last 
week’s close nearly four-fifths. In the 
case of utilities, the retracement of the 
April-November phase of advance was 
more than one quarter, even though 


260 the price fall was less than 4.4% ; and 
little more than two-fifths of the latter 

250 = ‘to made up at last Friday’s best 
evel. 

240 Other things being at all equal — 
technical reactions figure to be less 

230 extensive than in past. Aside from in- 
stitutional support, however, they have 

220 some rough relation to the scope of 
prior advance from major lows; in 

210 this case about 35% for the industrial 


average (closing prices) in about 13 
months from October, 1957. To cite a 
few comparisons, a 12-month rise of 
41% to June, 1950, was followed by 
about a 7.5% reaction. A 16-month 
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rise of 47% to July, 1943, 
was followed by a fall of TREND INDICATORS YEARLY RANGE 1948-1957 
11%. An advance of well on eons 
over 100% to February, Ps a mn ule 
1934, in a 12-month period oll rT yTTTrirrttt 4 foes eens Text 
was followed by a fall of | 
nearly 14%. In all of these ws 
instances, and in others ee 1 hea 
that could be cited, the ad- = if 58s 
justments required at least = +—}4 575 
some weeks — several or 370 565 
more months in some cases 360} - 
— and the prior highs were ” 
545 
| not exceeded for consider- 
able periods of time. In the / hans 
present case, we got a “— TT Tt — Lil DOW JONES INDUSTRIALS ~—?—7-—}->—4 5 
maximum fall of 6% in ed (ae TR Scoege sts 
three sessions. The rest of iss pie Hayat tt tt hs tt tt ses 
the story — answering the oe oe oe | Latah! Hii | | | | 
question how long it will os i 1th tt | 
. of take the averages to get to wo} —| | yf we; fay | | | | ” 
sate new highs — is, of course, ost | | | | jot) | | DOW JONES RAILROADS | | ies 
cshen yet to be written. cao pon, alee opheef | rece OS i a 
one. Contrasting with tech- BSBA REEe | [a hi | | es 
ers. nical corrections, the news @anus eae tht! J lle 
aa shock brought by start of lL ee TT TTT ie 
nant the Korean War in June, am Lit cad all iow JONES UTLTIES | Td, 
‘ity, 1950, caused a break of me el — 2. 
rge 13.4% in the industrial « 
sion average in 13 trading ses- -: VOLUME ‘ Y. STOCK EXCHANGE - MILLIONS OF SHARES " 
ent sions; and news of the +— at tatttt cntitthathittt tt %0 
ren- Eisenhower heart attack in I| “ts | " mit tit mili tf I a oe ee a 
ll September, 1955, brought a a oar ne i =e “iio 0 
ch- fall of about 11.6% in 12 1 5 2 8 eae ie oe . 
one pa ly OCTOBER NOVEMBER DECEMBER . 
Regardless of institu- 
tional support, the increas- 
ed proportion of individuals who regard their stocks than on current annual-rate earnings. Even so, 
; as long-pull investments and the relative unimport- present market expectations could be too high. On 
2k’s ance of the margin position in terms of total value the one hand, efficiency has improved and industrial 
| a of Big-Board listed shares, nobody can say that a operating margins have made up some of the prior 
its, sell-off of 10% or more — without a news shock or shrinkage. On the other hand, industry will remain 
of basic change in the business picture — has now in a period of plentiful supply, keen competition 
ex- become impossible. To hold so would be to argue and choosy demand. Business may get back to a 
los- that, no matter how extreme a market may get, as_ boom level, say by 1960, before profits do. 
the measured by price-earnings ratios and yields, no The improvement in rail earnings is partly ficti- 
ion penalty need be paid beyond moderate (5%-7%), tious, since the industry is skimping both on routine 
ver and fairly brief, technical dips from time to time, maintenance outlays and capital improvements in 
ast each making stocks all the more alluring to buyers. order to bolster depleted cash positions. When 
the “economies” in the rail industry prove more than 
the Position of the Market temporary, that will be something new, for the 
_ as ian ta — will sop up any real savings sooner or later. 
Fg a presumably early stage of business recovery, n the case of both rails and industrials, improve- 
nd average industrial stock prices are about as high in ment in dividends over the next year ~ 4, ae be 
ne —e a —— = tc sary as — oe fairly small, since present payout rates are abnor- 
es were before at major bull-market peaks in late mally high in far more cases than not. 
phases of business cycles. There is more speculation The inflationary implications of the increased De- 
— in “cats and dogs” than in many years, with a mocratic majorities in Congress could be exagger- 
SS number of them reaching new highs on last week’s ated. The people voted for a change, for some fresh 
in- market rebound, whereas few Blue Chips did. There and younger faces — but you would have to have a 
ve must be limits somewhere to “confidence,” to gul- hole in the head to think they voted for higher liv- 
of libility, to price-earnings ratios — beyond which ing costs. One can well have reservations about the 
in the market must either retreat more than it has judgement of people who are now sold on inflation, 
ial recently done or consolidate its position for an and on stocks at yields of 3.5% or less, but who 
13 extended time. ; Pa ignored earlier inflation when it was really dynamic 
ca It is true that — as basic growth of utility profits and who had little interest in common stocks when 
of continues — industrial and rail earnings are in a_ yields averaged 6% or more. If December is a 
by recovery trend. Thus, price-earnings ratios are seasonally good market month, January could well 
th lower on possible annual-rate earnings a year hence be less so. , December 1. 
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By Roger Wallace sel 

HOSE who are inflation-minded are highly un- po 

likely to find much ammunition to sustain va 

their beliefs in the action of the general commodity Go 

‘ price level during the next six to eight months. ac 

"S3 For, the prospects are for a high degree of over- wi 

326 all commodity price stability. Only a few years tin 

>i : ago, it may be remembered, we enjoyed an extended S1¢ 

He period of overall stability, beginning in the Spring ' 

“833 of 1952 and extending well into 1955. 

aha One would be foolish indeed, in view of the 
' aS numerous imponderables in the world economic and 

AAR political situation, to predict continuation of the me 

present general price level for any such extended an 

period. cy 

P This is especially true since the Communists can Wi 

ee d be depend upon to continue their mischief making do 

eae in commodities in one part of the globe or an- bu 

other. A spark somewhere therefore could throw ne 

any expectations out of the window, since, despite de 

the saber rattling and windy pronouncements, its 

events of the past year or so have demonstrated ve 

amply that the major Communist offensive against pr 

the Free World will be economic rather than mili- ot 

tary warfare. We can, therefore, expect to see le 
heightened pressure on world prices, and inevitably, 

pressures on world markets have repercusions on re 

prices here in the United States. la 

Dn This isn’t anything that is going to happen over- lo 

—@~ ee ; night and send the world price level into a tail- th 
y a Wil I spin, but is is a long range probability that must 

\ be given full consideration in evaluating future €! 

, eft ~ price prospects. es 

te MG ll AAS There now are many who believe that the new sI 
he ’ dig yi . Congress, heavily weighted with Democrats, wil! 

— embark on free spending policies that will throw | Se 

the Federal budget even more into the red and con- 1 

oe tribute substantial impetus to the price level. al 

Soeiae® i It is our belief, however, that this new Congress n 

will prove to be much more conservative with res- re) 

vase pect to spending and budget policies than is gen- a 

erally anticipated. 0! 
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The Democrats now are looking ahead to 1960. 
They do not like to be called “free spenders’ or 
“the inflation party”. But, above all else, they are 
fully aware of what fresh erosion of the purchasing 
power of the consumer’s dollar would do to their 
chances in 1960. 


Stability a Federal Policy 


Dr. Arthur Burns, former chairman of the Coun- 
cil of Economic Advisors, recently recommended 
that the Employment Act of 1946 be amended to 
include as a primary objective of the Federal Gov- 
ernment the attainment of reasonable price sta- 
bility. 

In voicing this recommendation, he echoed the 
spoken and unspoken sentiments of the majority of 
the American people. 

It is quite probable 


It has become increasingly apparent to all that 
there is no such thing as a “little bit of inflation” 
any more than there can be a “little bit of preg- 
nancy”. 

There are two approaches to balancing the Fed- 
eral budget(1) reduction of expenditures and(2) 
increasing income through taxes. 

Neither of these is “popular”. But, neither is 
the prospect of further erosion of the purchasing 
power of the American people’s income and 
savings. 

It is our belief that the American people, if the 
case is put up to them as the only alternative to 
a deflated dollar, which means further increases in 
the cost of living, are sufficiently “adult” to accept 
a combination of higher taxes and reduced govern- 
ment expenditures in order to achieve Federal 
budgetary balance. 

The Binge Is Over 





that the new Congress 
will move fairly early to 
so amend the Employ- 
ment Act. This would pr 
not be a pious declara 
tion of hope, nor th _ 
mere rendering of lip 
service to a lost cause. 
For, as Dr. Burns 
pointed out, there is a 
vast area in which the 
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During most of the 
postwar period, the pub- 
lic has been quite willing 
to accept without much 
question the almost con- 
stant increases in govern- 
ment expenditures. 

For, the people them 
selves have been on a 
spending binge, and wer: 


Government can work to a 27] baa MV . Y ie. not inclined to object to 
achieve price stability $ A, row Washington doing what 
without, at the same val in cane they themselves wer 


time, stimulating reces- 
sionary forces. 


Higher Taxes Rather Than 
Deficit Spending Likely = 


Moreover, the govern- 
ment seems headed for 
an anti-inflationary poli- 
cy, in which every effort 
will be made to maintain 
dollar stability — cut the 
budget — and _ institute 
new taxation instead of 
deficit spending. This in 
itself is bound to have a “1950 1952 





CELLANEOUS 
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doing, that is, running 
head over heels _ into 
debt. 

Psychologically, the 
free spending by the peo- 
ple during most of the 
postwar period must be 
considered as the natural 
reaction to a long period 
of austerity. During the 
Long Depression of the 
1930s, people did not have 
the money to buy freely. 
During World War Il, 
they had the money but 
the goods they wanted 








very important effect on 
prices. It cannot be 
otherwise if we are to solve the critical fiscal prob- 
lems that we face. 

A huge Federal deficit is in sight for the cur- 
rent fiscal year, although it is unlikely to be so 
large as the generally accepted estimate of $12 bil- 
lon, if business activity in the months ahead attains 
the levels indicated by various economists. 

And, on the basis of current estimates of Fed- 
eral income and outgo for the fiscal year beginning 
next July, another substantial although somewhat 
smaller deficit is indicated. 

The time has passed when only the more con- 
servative forces in our country were concerned 
ever continued deficits and mounting Federal debt, 
and when the “liberals” maintained that we need, 
not worry about the debt since “we owed it to 
ourselves’. For, the liberals now are worried, too, 
as a result of the erosion of the purchasing power 
of the masses of the people. 
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were not available. 

The current emphasis on the small or “compact” 
automobile is illustrative, so we feel, of underlying 
awareness by vast numbers of people that they have 
had their “fling” and that the binge is over. This is 
only one of numerous examples. 

Additional evidence of the change in public atti- 
tudes is furnished by the cata on consumer install- 
ment credit, showing that people are paying off 
their debts faster than they are taking on new 
debts. 

Quite apparently, the public desire to get out of 
the red is great. 

And it must be remembered, the public by and 
large will not countenance in government what it 
will not countenance in itself. 


Consumer Caution Evident 
Regardless of strength in the securities market, 
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the consuming public is evidencing a high degree of 
caution. 

Seasonally adjusted department store sales, for 
example, are running slightly higher than a year 
ago but, nevertheless, are considerably lower than 
the peak attained last Summer when consumer in- 
come was increased sharply but temporarily by 
lump sum retroactive wage payments to Federal 
employees, 

As a general rule, the increase in employment in 
business since the turnabout last Spring has not 
kept pace with the sharp improvement in business 
activity. 

To be sure, unemployment has declined but the 
drop has been due almost entirely to seasonal fac- 
tors. Reported unemployment in October, adjusted 
for seasonal variation came to 4.8 million, only a few 
hundred thousand less than the seasonally adjusted 
peak of 514 million last 
Summer. 


Comparatively high level unemployment, it seems, 
is likely to be with us for a long time to come. 

And, in this connection, it is important to note 
that the general public is greatly inclined to meas- 
ure current and prospective business “health” by 
the number of unemployed. 


It is quite understandable why high level unem- | 


ployment and carefree consumer spending with at- 
tendant upward impetus on prices do not go hand 
in hand. Unemployment makes for caution. 


Price Level Lagging 


So much for some of the important factors that 
we believe will contribute to a high degree of over- 
all commodity price stability in the months ahead. 

The general commodity price level, as measured 
by the Bureau of Labor Statistics wholesale price 

index, has eased slightly 
in recent months. 








And, as we know, even 
this comparatively small 


CONSUMER PRICES 


BUREAU OF LABOR STATISTICS INDEXES 047-40 2 100 


This easing in the gen- 
eral price level, it should 


decline in joblessness was — ommme be noted, has occurred in 
due in large measure to a i eee il eee er we ae the face of business re- 
the fact that more than covery from recession, a 
the usual number of not See RES GEE ane! nee GR eS Gales te bull stock market, and 


youngsters decided to re- 
turn to school and college 


widespread belief in the 





this Fall, after seeking in 
vain for work all Sum- 
mer. 





Less Buying Means Stable * 
or Lower Prices 
90 LW | 
This Winter, as a result —-—_—_—— 
of the suspension of nu- 140 
merous types of outdoor 
work opportunities, un- _ 


employment is likely to 
rise well above the 5 mil- 
lion mark. 

It may be a long time, 
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ascendancy of inflation- 
ary factors. 

During the recession of 
1957-58, the course of the 
price level was upwards. 
The failure of the price 
level to decline during the 
recession, as so generally 
expected, often is given 
as the reason for expect- 
ing price inflation now 
that business is in process 
of recovery from reces- 
sion. 

Much of the rise in the 





















possibly several years, be- 110 eon meee > BLS price index during 
fore unemployment de- -. = (Tre, the recession was due to 
clines to anything like 100 /—/ (1) sharp increases in the 
“normal” even though | | price of meats as a result 
business activity rises to 90 | | _| | | ae of temporary shortages of 
and goes beyond the 1950 1952 1954 1986 1958 slaughter supplies and (2) 











peaks attained in late 
1956 and early 1957. 

The answer to this is the sharp rise in efficiency 
or productivity. The productivity gains have been 
outstanding in agriculture and manufacturing in 
recent years. More recently, these have been extend- 
ed to the service industries which, until a year or 
two ago, were rising steadily in importance with 
respect to the number of workers employed. But 
now, the rise in employment in the service indus- 
tries has about come to a halt. Only in government— 
Federal, State, and local—is the number of those 
employed still showing much of any increase. 

In analyzing unemployment, allowance must be 
made for the fact that the size of the total labor 
force — which includes both those working and 
those out of work — is increased automatically by 
approximately 750,000 each year, the annual crop of 
school and college graduates. 


at a time when 





sharp increases in the 
prices of fruits and vege- 
tables as a result of adverse weather conditions in 
the South. 

Now, the BLS index is declining as a result of 
large and mounting supplies where shortages exist- 
ed not long ago. 


Record Large Crops 


Production of crops this year is about 10 percent 
larger than last year and has established by far a 
new record high. 

The impact of the big 1958 crops on prices will 
continue through much of 1959. And, barring ad- 
verse weather conditions, next year promises to be 
one of great abundance, too. 

Crop surpluses again are large and rising, this 
(Please turn to page 262) 
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Companies with Assets in 
Natural Resources around the World 


By Robert B. Shaw 


Not only are these companies strong, but their management is tops. In this keen reappraisal 
based on most intensive research, we cover companies of great strength — the kind 
possessing the elements that make them of deep investment interest ct all times. That is not 
to say that they are not without risk under the vagaries of world politics today and economic- 
financial conditions in the West, when almost everything is speculative including the value 


of the dollar and other currencies. 


HERE are various kinds of inflation, During the 
7 alee inflation that followed World War I 
in Germany, workmen had to be paid twice a day 
and given time off at noon, in order to spend their 
wages before prices climbed even further. Toward 
the deepest tide of this inundation of paper currency, 
a young man received what would have been, at 
normal values, a handsome inheritance. It sufficed 
merely to buy him one good meal. 

It is unlikely that inflation of this extreme variety 
will overwhelm our own economy. Indeed, the em- 
phasis upon inflation as an explanation of current 
high stock prices seems exaggerated. Nevertheless, 
the signs are that a more gradual inflation is now 
built into our economic system, that the value of 
the dollar will continue to be eroded away at a rate 
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EDITOR 


of 2% to 4% a year. True, greater political courage 
could resist this damaging trend, but nothing in the 
present scene justifies a more optimistic hope than 
for a merely slow-motion shrinkage of monetary 
values. The realistic investor must accept this con- 
dition. 

His problem is, therefore, not how to conserve 
money but how to conserve purchasing power. 
Greater safety obviously lies in the possession of 
real things rather than of mere tokens, such as 
dollars, But what kind of property? The accumula- 
tion of antiques, of postage stamps, of Old Masters 
all have their advocates. But these also have serious 
disadvantages — protection, lack of interim income, 
poor marketability, Even more prosaic real estate 
is not without its problems. While there can be no 
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American Companies With Large Oil, Mineral and Land 
Holdings Abroad 


MINING: 


American Metal Climax........... 





International Nickel................. 


OLS: 


I ee hescinesssnintanininsiiieecntie 


Socony Mobil Oil....... 


Standard Oil of New Jersey... 


Texas Company.................000000 


RUBBER: 
Firestone Tire & Rubber............ 
I I Fe Disincciccnstncsertocnres 
Be le MI a iccnssedeossnsentnaninntniiia 


STEELS: 


Bethlehem Steel......... 


eS I  ccccccncctecncenes 


National Steel 


Repulblic S0@0l........<recescccccccccceses 


U. S. Steel... 


TIMBER: 


Crown Zellerbach.... 








International Paper.................. 


SIND icticnintirsnnionssinimacinniiaediions 


MISCELLANEOUS: 
eS ES eenenene 
International Products.............. 
Johns-Manville...............:0000000 


III ss snisssccnieanintaiiabieitiatiiaen 


Amercan Smelt. & Refining....... Ic ‘ 


I invccicccarcectnnnicsesion 


Kennecott Copper.................00. 


Standard Oil of Callif................ 


Principal Foreign Natural 
Resources 


. Rich Rhodesian copper deposits. 


{Copper deposits in Australia and Peru; 
2 K . 





1,300 million tons copper ore reserves. 


}264 million nickel 


“lat Sudbury. 
\Braden mine in Chile; iron ore & titanium 
lin Canada. 


tons copper ore at 


\Large deposits of chromium ore in 


Vanadium Corp of Amer.......... ) Rhodesia. 


$16.5 billion bbls. foreign reserves mostly 
lin Kuwait. 


}8.1 billion bbi. Eastern Hemisphere 
l reserves. 


}13.8 billion bbi. Eastern Hemisphere 
l reserves. 


jLargest international; 23.5 billion bbls. 


lforeign reserves. 


14.9 billion bbls. foreign reserves. 


200,000 acres plantations in Liberia. 
65,000 acres in Liberia. 


87,000 acres in Malaya and Sumatra. 


Iron mines in Canada, Venezuela and Cuba. 


}18% interest in Iron Ore Co. of Canada 
1(400 million tons. high grade reserves). 


1312% interest in Iron Ore Co. of Canada. 


}10% interest in Iron Ore Co. of Canada; 
thigh iron content. Liberian reserves. 


{Cerro Bolivar mine in Venezuela; 
| (400 millions tons reserves). 


469,000 acres in Canada. 
16 million acres forest holdings in Canada. 


\Perpetual cutting rights on 750,000 acres 
lin Canada. 


§ 10,000 acres sugar plantation in Peru; 
(tungsten-tin mines in Bolivia. 


$2 million acres in Paraguay; cattle; oil 
l prospecting rights. 
{450 million tons reserves asbestos fibre 


lin Quebec. 


$540,000 acres plantation lands in Central 
|America, West Indies. 


Earnings Per Share 
Ist 9 months 


1957 


$1.36 
2.82 
3.36 


4.52 


6.01 


2.66 


9.32! 


3.69 


3.35 


4.43 


5.40 
3.38 
3.40 


311 
2.62" 
4.60 


4.68 


5.77 


1.83 
4.24 


1.73 


.13? 


2.01 


2.90 


Recent Price Range 


1958 Price 1957-1958 
$ .81 27 3078-16 
1.58 49 6334-358 
1.80 61 727%-39"s 
2.08 87 1153%%-66% 
3.49 100 1281-75" 
75 35 5012-25 
6.31 120 152 -101 
2.39 48 65%2-44!2 
2.97 59 61 -43% 
2.23 59 6812-47'2 
3.90 34 87 -54% 
4.16 117 1204-81 
2.61 73 7934-53'2 
1.80 47 494-3052 
1.68 49 5478-3358 
1.68- 125 136 -90 
2.86 73 8014-4718 
2.50 70 71%e-37 
3.56 838 9032-48" 
1.63 58 5834-4012 
3.71 115 12212-8212 
31 19 34%-14 
.83 43 573-394 
512 13 15 - 6% 
2.10 50 524-344 
2.25 41 5078-3352 


1958 
Div. 
Per 


Share * 


1.20 
1.00 
2.00 


2.60 


4.00 


1.00 


2.50° 


2.00 


2.00 


2.40 


2.35 


2.60" 
2.20 
2.00 


2.40 
2.00 
3.00 


3.00 


3.00 


1.80 
3.00 


1.603 


2.00 


2.00 


Div. 
Yield 


4.4 


2.0 


4.1 


3.3 


4.0 


27 


2.2 
3.0 
4.2 


4.8 
1.6 
4.1 


42 


3.4 


3.1 
2.6 


2.1 


3.7 


4.0 


4.8 





1—Including gain of $1.04 a share on sale 


of Texas Gulf Sulphur stock. 


2—6 months. 
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3—Plus stock. 
4—Pays 5% in stock. 


*Based on payments thus far in 1958. 
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ideal solution to the quest for protection, the best 
safeguard is probably the ownership of valuable and 
nondestructible natural resources. 

This ownership can be most practicably accom- 
plished as a stockholder in large mineral or land- 
iolding corporations. 


What Kind of Companies? 


Now, what companies are these? Most of them 
ire well enough known; indeed, their character is 
isually clear from their names alone. Nevertheless, 
it is frequently difficult to state their reserves even 
in approximate terms, and thus to appraise them as 
means of conserving long-term values, The present 
irticle will attempt to outline as specifically as pos- 
sible the major ore, mineral and other natural re- 
sources held in foreign countries by some of the 
larger American corporations. 

This concentration upon foreign assets may meet 
objection. Admittedly, the uncertainties of foreign 
investment are greater than 


specify their reserves, Nevertheless, since the oil 
reserves of certain syndicates, such as Aramco, are 
nearly identical with the total reserves of the coun- 
tries in which they operate, it is possible to make 
fairly accurate estimates as to the totals of such 
reserves. 

Of all the internationals, Standard (N.J.) is cer- 
tainly the “most international’; no less than 73% 
of its net earnings were derived from foreign 
sources last year. Its major Eastern Hemisphere 
assets are its 30% interest in Aramco, 12% in the 
Iraq Petroleum Company and 7° in the Iranian 
Consortium, Standard-Vacuum is primarily a mark- 
eting subsidiary, but has potentially important pro- 
ducing fields in central Sumatra. In this hemisphere, 
Standard controls substantial reserves in Canada 
through Imperial Oil (70% owned) and in Vene- 
zuela through Creole (95° ). Standard’s interest in 
the reserves of these subsidiaries and affiliates may 
be summarized as: 























those at home, as anyone who ; = = > =— 
reads the daily newspapers Major International Oil Syndicates 
cannot help being aware. So Reserves 
it may seem pointless to seek (billions 

: ane fr inflation Concession of 
protectio n rom infla Name Participants Area Expiration barrels) 
among the risks of unstable Arabian-American (Aramco) S$. ©. Calif. (30%); $. ©. 400,000 sq. mi. 1995, 
governments and civil dis- N. J. (30%); Texas Co. in Arabia 2005 
turbances abroad. But in a (30%); Socony (10%); 

ational sense we have no Caltex S$. ©. Calif. (50%); Texas All of Bahrein 2024 
naviona: sense we have Co. (50%) 3800 sq. mi. in 1989 
other choice. This country, Seueciiens 
although richly endowed by Iranian Consortium Evropean Cos. (60%); Guif, Southwestern fran 1994 
Nature, is approaching the S. O. Calif. $. O. N. J., 
Bt a Pa “have t nation” Socony and Texas Co., each 
status of a “have-not nator (7%); American Indepen- 
by the rapid depletion of its dents (5%) 
own mineral resources. West- Iraq Petroleum Co. . European Cos. (71'4%); S. All of Iraq 2000 

* a es iain (inc. associated cos. O. N. J. (11%%); Seocony (171,600 sq. mi.) 2010 
ern Europe has alw ays been under same ownership) (117%); Gulbenkian heirs and Qatar 
deficient in mineral wealth. (5%) 







Accordingly, the fuels and Kuwait Oil Co. ..... 


metals necessary for the con- 
tinued support of American 
and European industry must 
come from the undeveloped 
areas of the world. Conversely, these nations need 
the income to be derived from such exploitation. 
This is not to say that the risks can be disregarded, 
but neither can they be accepted as absolute ob- 
stacles to investment abroad, 


The Oils 


The best known companies with substantial for- 
eign mineral reserves are undoubtedly the interna- 
tional oils—Gulf, Socony Mobil, Standard Oil (N.J.), 
Standard of California and Texas Co. Each of these 
carries on world-wide marketing operations and is 
engaged in constant exploration for new reserves. 
In passing, it may be noted that the distribution of 
oil deposits is considerably wider than was realized 
even recently, and important new discoveries may 
still be made in unlikely places, But for the moment, 
let us confine our attention only to major proved 
reserves. Statements of such reserves must neces- 
sarily be approximations, as oil buried deep in the 
ground is not easy to measure. Moreover, all oil and 
mining companies hesitate, for several reasons, to 
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Standard-Vacuum .. =m 


All of Kuwait 2026 
(5800 sq. mi.) 


Central Sumatra _ 


Gulf (50%); British 
Petroleum (50%) 
S$. O. N. Y. (50%); Socony 











(50%) 
Eastern Hemisphere 15.3 billion barrels 
Imperial 05 “ - 
Creole =O ” 


Cw «= 


2% 


>) 

' 

This works out to 115 barrels of crude oil per 
Standard share. The recent domestic price of crude 
has been around $3 per barrel. Obviously, crude lying 
at the bottom of a well is far from identical with 
crude delivered to the refiner, but it is in the safest 
kind of bank and can only grow more valuable with 
the passage of time, Besides the foreign reserves 
mentioned above, Standard has about 4 billion bar- 
rels of domestic reserves, chiefly through its 88% 
interest in Humble. 

With interests identical to Standard in Standard- 
Vacuum, the Iraq Company and the Iranian group, 
and 10% participation in Aramco, Secony Mobil pos- 
sesses Eastern Hemisphere reserves of approxi- 
mately 8.1 billion barrels, or about 185 barrels per 
share, Socony does not as yet have important re- 
serves in South America, but is prospecting actively 
oe Domestic reserves total 1.3 billion bar- 
rels. 














While Standard (N.J.) is the largest overall for- 
eign operator, Gulf derives the largest proportion 
of its earnings, 39% last year, from the Near East, 
where its reserves slightly exceed those of Standard. 
Aside from its 7% interest in Iran, these are con- 
centrated in the small but fabulously rich fields in 
the Persian Gulf sultanate of Kuwait, where a typi- 
cal well produces more oil in a week than a Texas 
well throughout its life. Total Kuwait reserves, in 
which Gulf shares half interest with British Petro- 
leum, come to 27.6 billion barrels. Since Gulf’s re- 
maining foreign reserves are relatively small (300 
million barrels in Canada, 450 million in Venezuela), 
its eggs in the Kuwait basket have to be watched 
carefully, and the recent leanings of that ruler to- 
ward Nasser are certainly viewed with alarm. Nev- 
ertheless, the probability that the oil-rich states of 
the Persian Gulf will voluntarily offer to share their 
mineral largess with populous and oil-poor Egypt 
seems slight. Gulf’s total foreign reserves of 16.5 
billion barrels amount to an impressive 550 barrels 
per share. Domestic reserves approximate 1.4 bil- 
lion barrels. 

Standard of California is the pioneer American par- 

ticipant in Persian Gulf exploitation, as it acquired 
its first concession in Bahrein in 1928 and entered 
Saudi Arabia in 1933. The necessity for additional 
capital led it, however, to accept Texas Co. as an 
equal partner in Bahrein, and to create the four- 
company Aramco syndicate to take over its con- 
cessions, now totalling 400,000 square miles, in 
Arabia. The Caltex partnership also holds reserves 
of about 2 billion barrels in the Minas field of 
Sumatra. The Persian Gulf island of Bahrein, with 
an area of only 250 square miles, has been an ex- 
tremely valuable producer, but now presents the 
unusual condition, for that part of the world, of 
facing the visible exhaustion of its reserves, an 
event that will not importantly affect Calso, The 
company’s total reserves in this area, including its 
participation in Iran, approximate 13.8 billion bar- 
rels, or 220 barrels per share. Elsewhere, Calso’s 
foreign reserves are negligible, but it is prospecting 
in such diverse areas as Bolivia, Canada and the 
Bahamas, 
Texas Company's participation in the Middle East 
and Sumatra is identical with Calso’s, in addition 
to which it has reserves of about half a billion bar- 
rels in Canada and 600 million in Venezuela. The 
resultant total of 14.9 billion barrels works out to 
266 barrels per share. Texas also has domestic re- 
serves of about 1.8 billion barrels, and is engaged 
in extensive exploration and marketing. 


The Metals 


Leaving the oil companies to consider the metals, 
we enter an area where reliable information is con- 
siderably sparser, Whereas the foreign oil syndi- 
cates, however closely controlled by their parents, 
are strictly obliged by profit-sharing local poten- 
tates to work under a certain glare of publicity and 
to value their crude at world prices, many of the 
principal mines are included within vertically in- 
tegrated corporative systems, where reserves can be 
concealed and profits shifted by accounting proce- 
dures, Further, we encounter the problem that, un- 
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like crude petroleum, which at least approaches 
uniformity and is immediately marketable, ores are 
dug from the ground with widely varying combina- 
tions of metals and degrees of richness. Accordingly, 
estimates must now be rougher and surmise given 
a wider scope. Even so, it is possible to develop some 
findings that should be valuable to the investor 
looking for protection of capital against declining 
currency values. 


Our first company in this field, American Metal 
Climax, despite the above qualification, is considerate 
enough to supply relatively detailed information in 
its annual reports, and the problem of analysis here 
arises chiefly from the organization’s complexity. 
With numerous subsidiaries and affiliates operating 
various mines recovering several metals in different 
proportions, the use of any average figure would 
be almost as misleading as for the man who drown- 
ed in a pond with an average depth of three feet. 
For extreme simplicity, however, let us consider 
only American Metal’s single largest interest, its 
32° investment in the Rhodesian Selection Trust 
Group. Its equity in this group’s operating mines 
comes to 120,000,000 tons of 3.18% copper ore, a 
considerably richer ore than in any large mine in 
the Western Hemisphere (where 1% copper ore is 
considered rich.) This would yield 7.6 billion Ibs. of 
copper. The lowest domestic price for copper recent- 
ly was 25¢ per lb. (it reached 21¢ on the more vola- 
tile London Metal Exchange) compared with a cost 
of production at the Selection Trust’s mines of 
about 20¢ per lb. At 25¢, the 5¢ spread would give 
American Metal’s equity in this group a value of 
$382,000,000 or $28 a share—about equal to the 
current market price. The properties included in 
this calculation represent, however, only about half 
of the stated value of American Metal’s investment, 
and entirely exclude its direct operations, including 
the Climax mine in Colorado. 


American Smelting is another complex organiza- 
tion, which in recent years has been expanding its 
mining operations as contrasted with its former 
principal function as a refiner. The rich Mount Isa 
mine in Australia, in which it holds a 53°c interest, 
has silver (5.8 oz. per ton) — lead (7.9%) — zine 
(6.0%) reserves of 20.7 million tons and copper 
reserves (averaging 3.75% ) of 12.8 million tons, At 
recent low metal prices, these would work out to an 
equity for Smelting of $470,000,000 or $86 a share, 
subject of course, to all mining and refining ex- 
penses. Another valuable property is the new To- 
quepala Mine of Southern Peru Copper Co. which, 
with associated mines, is estimated to contain re- 
serves of no less than one billion tons of 1° copper 
ore. Smelting’s 60% interest in this property 
amounts to 1.2 billion lbs. of refined copper, or at 
a low spread of only 3¢ between costs and selling 
price, net earnings of $36,000,000—about $7 per 
share, The billion ton reserve estimate here is prob- 
ably conservative. 

Also in Peru, American Smelting holds a 14.4% 
interest in the prosperous Cerro de Pasco Corpora- 
tion, The latter company has never revealed re- 
serves for its original mines but last year these 
produced 67 million lbs, of copper, 50 million Ibs. 
of lead, 65 million Ibs, of zinc, 4.9 million ounces 
of silver and 29 thousand (Continued on page 266) 


THE MAGAZINE OF WALL STREET 
















By Harold B. Samuels 


F ALL the indicators of economic activity, prob- 

ably nothing gets to the heart of the matter 
quicker than a good look at new orders, inventories 
and backlogs of unfilled orders. A year ago, when 
recession was staring us in the face new orders 
were falling rapidly, inventory cutting was begin- 
ning to become epidemic, and order backlogs, though 
still high were obviously going to dwindle sharply 
as shipments outspaced new orders by a wide mar- 
gin. 

In contrast, most industries will enter 1959 in 
better shape. The brief, but precipitous recession 
has now run its course and new orders are again 
on the ascendency, True, the pace has been slow so 
far, but it has been quick enough to arrest the de- 
cline in backlogs throughout many vital segments 
of the economy and has even brought about a slight 
upturn in some key industries. 

A study of the accompanying tables, for example, 
shows that the drop in backlogs ended earliest 
among the primary metals, electrical machinery and 
metal fabricating industries. By August, moreover, 
there were indications that non-electrical machinery 
producers had also turned the corner, Still on the 
downgrade however, were aircraft industry back- 
logs as shipments continued above new orders; and 
the sharply depressed rail equipment producers. 

It should be emphasized that total durable goods 
backlogs are still well below the levels of a year 


ECEMBER 6, 1958 


Latest trends in 
ORDER BACKLOGS 


—New Orders-Inventories 


ago and a prolonged period of aggressive purchas- 
ing will be required to reestablish past records, but 
this is not nearly as significant as the fact that 
backlogs are at least stabilized and no longer threat- 
en to become a major drag on the economy. 


Inventories Still Dropping 


The inventory situation is also strikingly better 
than a year ago, although the decline in this vital 
sector of the economy has still not been arrested. 
Through September, liquidation was still taking 
place, but the downward movement was at a snail’s 
pace compared with the rapid cutbacks earlier in 
the year. The reason is simple. When a pick up in 
orders materializes, the first goods to be shipped 
are the finished products that have been involun- 
tarily placed in inventory by manufacturers. In 
general, total inventories will not show a rise until 
after new orders have accelerated and the manufac- 
turer replenishes his inventories in accordance with 
his needs. 

What is most significant is that since July the in- 
ventory-sales ratio has been declining, indicating 
that manufacturers have a smaller percentage of 
their production requirements on hand and that if 
sales continue to climb, inventory re-stocking will 
have to follow shortly, 
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Confirmation that inventory building cannot be 
far away can be seen in the latest new order figures. 
In September (the last month for which statistics 
are available), new orders climbed above the level 
of a year ago for the first time in 1958 and showed 
every sign of continuing the upward trend. Manu- 
facturers wrote $26.7 billion in new business this 
September compared with $26.6 billion a year ago, 
and $26.1 billion in August 1958. Actually a decline 
in defense orders lowered the August figure from 
the month before, but the September new orders 
were also above July, and in effect made up for the 
drop that occurred in August. 

This inventory picture helps to establish the fact 
that the business pick up in its entirety was not as 
rreat as advertised. This is true especially when ad- 
justed for higher prices. 


Industry Picture Varies 


Although the total picture has brightened, the 














situation from industry to industry and company 
to company shows wide variation. But it is en- 
couraging at this time to note that many of the 
companies with lower backlogs have excellent 
new order prospects and should be capable of 
maintaining good production levels until well into 
1959 and beyond. 

In the aircraft industry, for example, shipments 
are still outpacing incoming orders, and some of 
ithe major companies report declines in backlogs. 
Yet there is a varying status for individual com- 
panies on new orders. United Aircraft, one of the 
major companies in the field reports a backlog of 
$1.5 billion, or $350 million below the level of a 
year ago. Lower helicopter volume, and a decline 
in the jet engine and propeller division are largel) 
responsible for the drop. But there is little cause 
for concern since United, through its Pratt & Whitney 
Division is the nation’s largest manufacturer of jet 
engines and is virtually assured of a satisfactory 
level of new orders from both tne military and the 








Changes in Order Backlogs, Inventories and Earnings of Representative Companies 
Ist 9 Months 
1957 1958 Inventories 1958 

Net Earnings Net Earnings Latest Previous Latest Year Dividend 

Sales Per Sales Per Backlog Date Backlog Date Date Ago (*) 

(Mil.) Share (Mil.) Share (Mil.) 
TET AOI 122.4 81 103.5 1.70 65.0 9/30/58 87.0 3/31/57 45.5 59.5 1.00 
Allis-Chalmers Mfg. ..............00.0000000 419.3 1.76 393.7 1.62 202.0 9/30/58 202.0 6/30/58 153.7 215.6 1.00 
American Bosch Arma Corp. .............. 101.0 2.26 79.8 1.26 238.0 9/30/58 254.0 6/30/58 10.0 10.6 1.20 
American Brake Shoe .............. Sere 142.9 4.37 102.2 1.84 27.3 9/30/58 33.9 3/31/58 19.2 26.7 2.49 
American Machine & Foundry ............ 172.8 2.45 129.7 1.93 90.8 9/30/58 87.1 9/30/57 41.6 55.3 2.00 
American Machine & Metals ................. 32.9 4.69 31.7 3.42 17.0 9/30/58 19.1 1/1/58 11.4 10.7 2.80 
American Steel Foundry ......... ig 122.6! 6.20! 94.5! 3.50! 21.0 9/30/58 53.0 9/30/57 21.4 22.3 2.40 
Babcock & Wilcox ...........cccccccecceeeeeee, 269.1 2.43 276.1 1.41 332.9 3/31/58 367.2 12/31/57 80.5 107.0 1,001! 
Baldwin-Lima-Hamilton 140.9 1.12 101.3 66 69.3 9/30/58 101.4 9/30/57 55.8 62.1 60 
Bendix Aviation ............cc.c0c0 541.2 3.97 4763 2.65 480.0 9/11/58 420.0 6/11/58 131.3 121.4 2.49 
Blaw-Knox .. MEAN CH EY 132.2 2.89 127.2 2.71 117.0 9/30/58 143.0 1/1/58 71.46 69.2 1.2511 
Ee: = 35.9 438 23.5 9/30/58 27.0 12/31/57 12.8 18.0 .50!2 
Boeing Airplame ............ccccccccseeceseeeees . 3.60 1,276.1 3.88 2,552.0 9/30/58 2,825.0 6/30/58 325.915 213.115 1.00 
EEE EE Nae 2.44 44.7 454 3.7 9/30/53 8.7 1/1/58 41.2 36.2 1.00 
I } 56 10.9 41.65 3.3 9/30/58 4.1 6/30/58 7.8 9.5 - 
Burroughs Corp. ............... . 1.11 208.4 64 229.0 9/30/58 182.2 9/30/57 97.1 83.8 1.00 
ee 2 2.997 192.62 2.63 98.8 7/31/58 112.6 7/31/57 61.9 75.4 1.60 
Chance Vought Aircraft ...........0.c0.00.. 145.4 3.37 240.9 6.18 503.0 9/30/58 414.0 9/30/57 106.8 108.9% 2.00 
Cincinnati Miiling Machine 120.817 3.7017 81.517 1.28'7 42.5 6/14/58 53.7 3/14/58 29.6 31.8 1.60 
Consolidated Electrodynamic ............... 22.4 55 24.1 d 51 11.4 9/30/58 10.5 9/30/57 15.1 9.3 .40 
IID nancies cecesecesecerssccceecees 455.7 3.60 288.4 1.91 345.7 3/31/58 330.0 12/31/57 88.0 74.4 2.50 
Douglas Aircraft ........cccccccccceeeeeee 828.4 6.67 888.7 4.34 1,584.0 8/31/58 1,905.0 8/31/57 144.3 136.2 2.501! 
Dresser Industries ..........cccccccceee. 198.5% 3.272 169.87 1.612 43.8 7/31/58 80.0 7/31/57 66.6 53.5 2.00 
Food Machinery & Chemical .............. 241.8 8813 241.0 9013 82.5 9/30/58 66.5 12/31/57 67.6 74.2 1.2013 
a. a a 3.14 261.1 9/30/58 347.9 9/30/57 5.64 4.14 ~ 
General Dynamics ............ccccccccee0ee ee 1,133.1 3.50 1,153.5 2.92 1,660.0° 9/30/58 1,700.0 7/31/58 151.3 155.0 2.00 
General Precision Equipment 138.6 2.70 122.9 05 154.6 9/30/58 146.6 6/30/58 69.0 67.5 .g512 
International Tel. & Tel. ..........0c..... 318.8'8 1.8118 322.315 1.7218490.0 6/30/58 468.0 6/30/57 238.3 222.9 1.80 
Koppers Co. ............ << Sl 1.41 130.0 2/28/58 180.0 2/28/57 47.5 47.6 1.60 
Litton Industries ...... ee f° i | 2.135 56.07 6/2/58 54.0 7/31/57 21.47 5.6 _ 
Newport News Shipbui'ding & D. D. 81.6!5 1.9415 78.215 1.33!5380.0 7/10/58 344.6 6/24/57 33.7 11.816 2.30 
New York Air Brake .............0.ccccc0c0000 36.4 2.39 24.0 64 11.9 9/30/58 10.5 1/1/58 8.5 10.2 1.00 
North American Aviation .................. 1,039.68 3.598 754.35 2.56% 534.4 6/30/53 873.1 6/30/57 74.7 142.1 1.60 
CE 281.26 3.626 256.26 4.295 242.0 7/31/58 216.0 7/31/57 20.3 16.2 1.60 
OE ee ll 2.56 2185 9/30/58 210.8 9/30/57 35.8 38.6 2.09 
Se, aa! 2.10 300.09 9/30/58 325.09 6/30/58 47.5 54.1 (14) 
Reoublic Aviation .........ccccccccccseseseseseeees 220.7 3.32 133.5 2.66 526.4 9/30/58 354.0 1/1/58 25.610 40.310 2.00 
CE Eee 869.2 5.93 914.2 4.61 1,500.0 9/20/58 1,850.0 9/30/57 182.1 191.4 3.00 
United Engineering & Foundry .......... . 41.018 1.1018 51.118 1.1018 68.0 3/31/58 118.0 3/31/57 33.8 33.6 1.00 


d—Deficit. 
n.a.—Not available. 
*—Based on latest div. rate. 


—Year ended Sept. 30. 
—9 months ended July 31. 
%—6 months previous. 
t—Materials and supplies 


7—Estimated. 
S—10 months ended July 31. 
%—Backlog of government business. 
10_Net contracts in progress. 








14_Pays 5% stock. 

15_Combined charges, fees, expen- 
ditures, work in process, etc., 
on various contracts. 


°—Additional contracts of $770 mil- 11—Plus stock. 16_Exp. on contracts. 


lion were under negotiotion 
9/30/30/58. 
6—Year ended July 31. 





12_Further div. action deferred. 
13_Based on 2 for 1 stock split. 


17—40 weeks ended Oct. 4. 
18_6 months. 
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on accelerated jet-liner programs 
the recently undertaken by the air- Value Of Manufacturers’ Sales, Orders and Backlogs 
lent lines. (millions of dollars) 
of General Dynamics also reported 1957 
nto a slight decline in backlog in SALES: Seasonally Adjusted Sept. 
recent months, but at $1.66 bii- All manufacturing industries 28,215 
nts lion the company’s position is Durable-goods industries . 14,132 
of still strong. Moreover, the $40 a a , : oe 
es. million dip recorded since July Madinery — prov 
ym- 1958 is almost insignificant com- Electrical 1,760 
the pared with the $770 million in Nonelectrical raat 2,554 
of new contracts the company has ee wee ae 
fa { under negotiation. Aside from ee ee yes 
ine its excellent position in the air- Lumber and furniture ..... 940 
els craft industry, Dynamics is also Stone, clay and glass 668 
use a prime naval contractor and is Other durable goods® .. 1,074 
ane benefitting fr both the at “ae Nondurable-goods industries 14,083 
ney yenen ing rom vo e atomic Food and beverage 4,278 
jet submarine program and_ the Tobacco 378 
ry Navy’s overall modernization Textile 1,040 
s aur Paper ; 932 
; 0 ~ - 
th I lic) Chemical 1,951 
_ Newport News Shipbuilding & Petroleum and coo 2,803 
"| Drydock is also reaping substan- Suaber = 
? : . : Other nondurable goods” 2,220 
tial benefits from the Naval! . . 
program. Cancellations and a NEW GESERS: Seusenelly Adjusted 
slowdown in orders for tankers All manufacturing industries 26,565 26,450 26,096 26,734 
have cut into civilian backlogs, Durable-goods industries 12,519 12,512 12,177 12,597 
but prime Navy contracts and a Primary motel 2,202 see 2Ae8 2.008 
° ’ ee Fabricated meto 1,496 1,501 1,523 1,510 
substantial amount of refitting Machinery 3.952 3.770 3.851 4,223 
and reconditioning work have Electrical 1,498 1,650 1,578 1,842 
kept overall backlogs high. In Nonelectrical 2,454 2,120 2,273 2,381 
, . ‘ m= . . ; Transportation equipment 2,300 2,691 2,245 1,870 
e 2 CO > > 
July the ¢ ote lled s unfilled order Other duralle goods” 2,569 2,506 2,495 2,688 
position totalled $380 million Nondurable-goods industries 14,046 13,938 13,919 14,137 
compared with $345 million in With unfilled orders* 3,088 2,954 2,990 3,104 
i J 957 » fae < , Other nondurable goods! 10,958 10,984 10,929 11,033 
i une 1957. ne fact that the 
company paid its regular divi BACKLOGS: Not seasonolly adjusted 
dend a clared a 60¢ year- as ; 
. ? : nd de “4 d eee —_ : All manufacturing industries 55,993 46,747 46,700 46,095 
end extra on the new shares after Durable-goods industries 53,179 44,036 43,963 43,491 
a 100% split in November last Primary metal 5,840 3,694 3,800 3,873 
vear, shows progress is being Fabricated meto' 4,090 3,102 3,109 3,099 
oie iaate Be any tn conf. Machinery 18,919 16,230 16,281 16,305 
made and the company is confi Stoctsleat 2771 2.629 9.530 2.536 
dent of the future. Nonelectrico! 9,148 6,601 6,751 6,769 
Transportation equipment! 19,650 16,884 16,647 16,094 
Other durable goods~ 4,680 4,126 4,126 4,120 
' Other Busy Defense Contractors Nondurable-goods industries” 2,814 2,711 2,737 2,604 
. . . !. Includes motor vehicles 
> 7k rovern » 
T he pickup in government =. Includes professiona! and scientific instruments, lumber, furniture, stone, clay and glass, 
ordering has been felt substan- anil etiieiiinie 
tially by a number of other com- 3. Includes textile, leather, paper, and printing and publishing. 





+. New orders for this group which includes the food, beverage, apparel, tobacco, chemical, 


panies in our principal defense . ' 
petroleum, and rubber industries are considered as equal to sales. 








industries. Many of the elec- >. Includes apparel, leather and printing and publishing. 

tronics contractors are still (p) Preliminary 

showing the effects of the 1957 ee EEEEE—EE—EEEEE———EEe 
slowdown in their current earn- 

ing figures, but there are still signs of better Bendix Aviation, an acknowledged leader in the 


days ahead. International Telephone & Telegraph, for ¢lectronic and missile fields had suffered both from 
instance, has been awarded sizeable contracts for ‘efense stretchouts and the reduced level of act- 
its major role in a new international communica- vity in its auto parts divisions. In recent months, 
tions and missile warnings network. When last re- however, new orders have taken a decided turn 
ported in June, backlog had already climbed to for the better and backlog has now built up to $480 
$490 million against $468 million a year earlier, million compared with $420 million as recently as 
and several large contracts have been awarded in June 1958. Earnings are still trailing the 1957 
more recents months. figures, but the third quarter showing and the 

I. T. & T.’s earnings trailed last year’s through projected picture for the fourth quarter indicate 
most of 1958, but with operations moving into high ‘that Bendix will move into 1959 with operations 
gear an increase over the $3.12 per share earned running smoothly unless strikes intervene. 





in 1957 is now a possibility. For 1959, further im- Both Raytheon and American Bosch Arma reported 
provement seems certain, barring the remote like- small declines in backlog between June and Sep- 
lihood of a radical change in defense strategy. tember, but in both (Please turn to page 260) 
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TREASURY'S increasing need for revenues will work 
against sympathetic treatment of insurance com- 
pany tax contribution in the hearings which are 
under way but will not be completed until well 
along in the first session of the new Congress, The 
first serious effort to bring order out of the chaos 
in liability of insuring companies was made in 
1947. A series of enactments since that year solved 
a few problems, complicated an even greater num- 
ber, and generally aggravated the situation. Result 
is a start “from the beginning,” and each company 





WASHINGTON SEES: 

The sense of urgency that periodically impels 
France and England to lay aside national distrusts 
evidently has not penetrated deliberations to 
bring Great Britain within the Free Trade Area as 
a companion nation in the Common Market. 

It was wise for Great Britain to suspend nego- 
tiations when France persisted in demands going 
‘way beyond what was asked of other countries. 
It provided a breather during a time period when 
acrimony was setting in. 

France has not properly appraised Britain's 
contribution. To give up its own “common mar- 
ket’ based on preferential arrangements with the 
commonwealth was a long step away from his- 
toric London policy. Naturally, there could be no 
real participation in the European Common Mar- 
ket if another, and conflicting, priority were still 
to be recognized. 

On the part of France it is understandable that 
concern might exist over casting down the bars 
to free entry of competitive products. But that 
is the basis of the Common Market. The six 
nations which comprise the original compact are 
well satisfied with the results. Whether the bene- 
fits will continue in the same measure remains 
a question. It could be that these countries might 
be confronted with matching discriminations, 
even trade wars, from countries denied admission 
and determined to stay alive businesswise. 











By “VERITAS” 


seems to have its own suggestions. 


PARTIES in interest are mainly three: Stock owners, 
mutual policy holders, the Treasury. The mutual 
companies contend they are dissimilar to stock com- 
panies and must have special consideration—such 
as farm cooperatives, for example. Stock companies 
say their policy-holders shouldn’t be treated differ- 
ently than those participating in other types of sav- 
ings plans. The Treasury acknowledges that insur- 
ance companies are the custodians of individual, 
family, and business welfare in an especial degree, 
doesn’t want to do anything drastic to them. But 
the money is needed! Insurance company spokesmen 
agree that, in the light of existing Federal! budget- 
ary conditions, they must make substantial ta: 
contribution. But they don’t want to be taxed out 
of business. 


GOVERNMENT economists who prepared the Treas- 
ury’s presentation for the ways & means committee, 
propese that insurance companies be taxed on their 
net income after deducting expenses, interest, re- 
serve requirements and all money going back to 
policyholders; or, tax them only on earnings from 
investments after subtracting money needed to ful- 
fill interest commitments on policyholder reserves. 
Stock companies prefer the second approach; mu- 
tual companies like the first idea. But each has 
modifications to submit. 


TIMING is important: there must be an insurance 
company tax bill this year or matters revert auto- 
matically to the 1942 Revenue Act provisions, These 
were so unsatisfactory to taxpayers, the Treasury 
and to Congress that they inspired the search for 
new methods which led to the 1947 review. The 
companies are particularly anxious that this rever- 
sion be avoided: it would increase the Treasury’s 
levy against them by $200 million more this year 
than last. The 1947 stopgap schedules have run 
their term and there is no alternative in sight. Con- 
gress cooperated by an early start on public hear- 
ings. 
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Estimates of department needs have met the Nov. l 





deadline and are in the office of the Bureau of The Budget. 
They're supposed to be kept confidential until the 
President and his fiscal aides review them but, as usual, 
there is a carefully contrived plan to let some of the 
secrets out. As a beginner, it can be stated that the 
agencies either don't take Seriously, or elect to ignore, 





Ike's assurances to the public that agonizing reappraisal 














at face. 


of spending will be reflected in the next budget — for the 
Fiscal Year beginning July 1, 1959. Spending-as-usual 
is the watchword, if the submitted estimates can be taken 








The popular conception that the President receives 














estimates from the agencies, cuts or adds to them and then 
makes his proposals to Congress is, indeed, a naive one. 

















That suggests that Gen. Maxwell D. Taylor, Army Chief of 


Staff, went out on a bold adventure when he proposed a 5-year 


modernization program for his service, to 
cost $15 billion for weapons and equipment. 
This involves $3 billion annually for modern 
equipment ; the Army will spend $1.3 billion 
for procurement in the current fiscal 
year. General Taylor was conditioning the 
taxpayers for a larger military budget, 
well in advance, allowing plenty of oppor- 
tunity for the debate to be waged and 
decision reached on whether the tax dollar 
will control the defense strategy. It is 
hard to accept a conclusion the White House 
wasn't "in on it". 




















President Eisenhower has promised to 
bend every effort toward a balanced 
budget in 1959. In the light of an expected 
$12-billion deficit this year that calls 
for nothing short of a miracle — assuming 
Ike was talking in terms of income matching 
outgo and is not referring merely to a 
first, or "down payment", budget. That is 
what we had this year — a balanced budget at 
the start, and a multi-billion dollar 
deficit in the windup. The White House has 
mentioned nothing of a general tax increase 
(there may be a gasoline tax boost to 
revitalize the dying national highway 
account) ; but men near the top are talking 
in terms of reductions. Tax reduction bills 
will bury the House clerk's desk on the 
opening day of the new Session. 




















Pin spite of inferences that may be 
drawn from Secretary McElroy's announcement 
that heavier concentration will be on long- 
range missiles from this point out, the 
Pentagon flow sheets show that manned 
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aviation is continuing to grow. The missile 
may largely displace the bomber, but for 
the “low and slow" tactics which add to the 
mobility and flexibility of the air forces, 
aircraft including helicopters are proving 
their usefulness almost daily. Today, the 
Army operates more than 5,000 aircraft and 











has 5,000 officer pilots, 1200 warrant 


officer pilots, and more than 10,000 
aviation specialists. There are more than 
40 aviation units in the active Army, plans 
for increases are on the drafting boards, 
and aviation continues to receive priority 
consideration in the budget. This, it should 
be emphasized, is the Army — not the Air 
Force. 





No less an authority than the Director 
of Army Aviation, Brig. Gen. E. F. 
Easterbrook, rates plane procurement high 
on the Army's overall essentiality list. 
He cites two areas in which the air vehicle 
is highly effective in modern warfare. 
First, it greatly increases the ability of 
the Army commander in a combat zone to acquire 
information to enable him to make the most 
efficient use of the forces under his 
control. This mission requires around-the- 
clock, all-weather surveillance of the 
battle area to locate and verify targets 
against which artillery and tactical 
missiles may be employed. The second advant- 
age is swift mobility for transport of troops 
quickly to concentrate men 














and weapons, 
and weaponry where it's needed, when it is 
needed. The tactic modernizes the means for 


"getting there fustest with the mostest." 
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For convenience, rockets and other 
items of modern weaponry normally carry the 
name of a single producer. They are 
designated in a manner which suggests the 
job of production, tip to tail, was carried 
on under a single roof. An idea of how the 
spending and attendant jobs are spread may 
be obtained by analyzing the X-15, a rocket- 
powered manned research vehicle which will 
explore the problems of hypersonic flight 
and re-entry into the atmosphere. It 
represents the combined team effort of more 
than 300 firms, large and small, located in 
every State in the country. Necessary before 
construction could begin was development 
of a special steel alloy to withstand 
extreme heat; then a system, and tools, for 
welding had to be brought into existence. 
Technics were developed for contouring 
skins, involving hot machines, cold 
machining, ovens, freezers, slicers and 
rollers. Several companies worked on each 
development and process. The research 
vehicle will carry about 600 temperature 
pickups and about 140 pressure pickups — 
products of scores of Sub-contractors. 















































>The U.S. Bureau of Labor Statistics 
has compiled figures which should dry the 
crocodile tears of labor bosses and 
politicians who have been fighting to obtain 











and welfare programs must Submit reports to 
the Department of Labor, beginning after 
Jan. 1, 1959. The Department is trying to 
simplify the forms which will be two in 
number: 1. Description of the plan. 

2. Annual financial report. The first 
reports covering setup or plan are due March 
31, 1959; companies on a calendar year basis 
have until April 30, for submission of 
financial reports, and those on a fiscal 
year basis are allowed 120 days after the 
end of the term. Use of the Department's 
reporting form is not mandatory. Welfare 
plans include those providing medical, 
surgical and hospital care and benefits for 
Sickness, accident, disability, death or 
unemployment. Pension plans, of course, are 
those which pay benefits after retirement, 
including profit-sharing plans which have 
such benefits. 


























The U.S. Chamber of Commerce is not 
bemusing itself with the notion that its 
programs will have ready acceptance on 
Capitol Hill next year, but it is going ahead 




















to petition Congress. The Chamber has a 
keynote that should obliterate partisanship: 
"Revise the tax system in ways that will 
encourage business expansion without 
reducing necessary government revenues." 

















a break for retail employees, the break to be 
in the form of a guaranteed wage of $1 an 
hour. The interest of organized labor is in 
more memberships, more Sources of dues and 
assessments. The Labor Department found 
that between October 1956 and July 1958, 
retail employees pay has not only increased 
but also the increase has been more rapid 
than that of production workers in manufac- 
turing, most of whom are covered by the 
minimum wage law. Average hourly earnings 
of retail employees went from $1.59 to $1.71, 
7.5 per cent. Manufacturing employees pay 
rose only about 5.5 per cent — from $2.02 
to $2.13. And the factory worker's pay 
envelope included compensation for overtime 
and other forms of premium pay. A guarantee 
of $1 or $1.25 an hour is hardly a consuming 
ambition of the retail worker. That is 
especially true when he reflects that, from 





























If such a chart can be placed before the 
lawmakers they"ll eagerly grasp it: it would 
be fulfillment of a major plank in their 
campaign platforms. The businessmen's 
organization insists its objective can be 
attained by greater reliance on excise 
taxes, matched with a reduction in the 
income tax. 











Core of the Chamber plan is a general 
uniform excise tax on goods and services 
with the exception of food, rent and medical 
care. Democratic party policy is strongly, 
if not uniformly, opposed to general excise, 
but the exceptions noted, with a few they 
would add, could make such a program 
acceptable. | 


























The argument running through the 





excises has echoes in high Administration 








August 1957 to June 1958, the recession 
brought about a 1 per cent drop in retail 
employment against 12.4 per cent for the 
industrial workers. 

















Business firms maintaining pension 
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circles and finds some acceptance in business 
areas. Rates running as high as 91 per cent 
on incomes take too much money which might 
otherwise be available for investments. That 
money is sorely needed if the standard of 
living is to be maintained, improved. 
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Strategic materials we must 
depend on from outside sources 








> Building a two way street in import-export trade 
By John H. Lind 


T IS often stated—particularly abroad—that 


America’s high standard of living is due mainly 


to its wealth of natural resources. There is frequent- 
ly an insidious aspect to this statement, since it 
ascribes our economic achievements to nothing more 
than a lucky accident of nature and ignores the 
role played by our governmental and economic sys- 
tem in our national life. The argument could easily 
be countered by pointing towards any number of 
countries (Indonesia, China, the Soviet Union, for 
instance) whose tremendous natural wealth has not 
given their citizens a standard of living anywhere 
near our own, 

Yet, it is not only the conclusion but also the very 
premise of this reasoning which is false. We are not 
overly rich in natural resources and we are be- 
coming less so every year. Yet, our standard of 
living keeps increasing year after year. Thus, it is 
obvious that our economic success is due to much 
more than the minerals in the ground and the food 
in the fields. 
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This is not to say that our declining self-sufficien- 
cy in raw materials is of no consequence, In fact, 
its implications are of the first magnitude, both 
from the view point of national security and of 
economics. 


Our Changing Raw Materials Position 


Let us look at the facts. Less than fifty years ago 
we produced within our borders practically all of 
the basic materials required by our industries and, 
in addition, had some surpluses for export. Today 
ther are 81 commodities for which imports furnish 
between 80 and 100 percent of all our supplies. 
Among these are such important strategic minerals 
as tin, nickel, manganese, and industrial diamonds. 
For an additional 22 commodities we must rely on 
foreign sources for 50 to 80 percent of our needs. 
Most of these imports have only become necessary 
within the last two decades. During this period the 
great transformation of America from a position 
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Leading Import Commodities 
(Millions of dollars) — 



























1958 
Jan-May 
Commodity 1957 (half- 
Jan.- July- —year'y 
June Dec. rate) 
Total imports for consumption.. 6,398 6,528 6,276 
EEE Arete OE Se ee 1,635 1,654 1,772 
I iil ceccacticiniahiaancapiaisns 708 668 647 
RI IID ceneniceshisecenviiiinirneminnineia ; 254 204 297 
Meat products & cattle .................. 94 156 200 
Vegetables, fruits, and edible 
MT; vaisisensslanasneibiedlasanneeiintudininiciignetianed 134 127 157 
Fish, including shellfish ................ 116 139 122 
Cocoa or cacao beans ................ 73 62 104 
Whisky and distilled spirits ........ 65 102 70 
Other foodstuffs 191 196 175 
NE, IIE sss sceneaniehdanniininnaliabebnc 4,763 4,869 4,504 
Petroleum & products .................. 749 799 797 
Nonferrous metals and _ ferro- 

SININI --nsaceuiaesitsibiamieesiadaiions 878 797 691 
III cs sniccnscntiacattionndeiniiedait 165 162 113 
Aluminum & bauxite .. = 98 102 102 
III ccvicnsncatsnmceenesanioninaseeiinniennans 221 163 163 
SINE :ectaccs nhapigeaancinnnaiansiaianlaianinens 67 64 53 
Nickel 110 98 77 
Lead i 78 70 86 
a 78 76 49 

Iron ore , 112 173 88 
Iron and steel-mill products (ex- 
eae 126 87 89 
Paper and paper materials 514 522 472 
INI ininicstenentinasaacenes 330 327 302 
eg ee 154 163 142 
ita csethsselaaiiiesibinien 171 179 129 
DOE BORIEID  cnceccorecescescerssseces 116 128 104 
Wool, unmanufactured ................ 121 90 88 
Diamonds, rough, cut and bort ... 96 98 77 
Chemicals and related products 142 134 145 
Textile semi- and finished man- 
III csssiinsienidpbntincsenncietionion 319 316 317 
Cotton finished manufactures .. 69 68 71 
Wool finished manufacture _............ 70 73 72 
Automobiles and parts ................ 144 193 255 
IID: ssictiaiseiesngiebaencticbamunnctiiaicitaa 221 202 230 
I a asiciashae anal ilae 1,054 1,151 1,022 














of relative self-sufficiency to that of the world’s 
greatest importing nation has taken place. 

There is nothing regrettable or ominous about 
this transformation. It is a natural process, mark- 
ing the transition of our nation from an underde- 
veloped semi-agricultural basis to a fully developed 
industrial economy. England, Germany and other 
industrial countries have gone through the same 
growing-up process in their time. In fact, it was 
our own ever-growing standard of living which 
has brought about this change. For nearly half a 
century now, we have been the richest nation on 
earth, in terms of real per capita consumption. 
During this period, we have used up far larger 
quantities of fuels, minerals and other raw ma- 
terials for each of our citizens than any other nation, 
and often even more than all other nations com- 
bined. And we are still doing so. In fact, with less 
than seven percent of the world’s population, we 
are consuming about 35 to 40 percent of its entire 
mineral output. The inevitable result of all this has, 
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of course, been a steady depletion of our non-renew- 
able natural resources to the point where today 
we are no longer self-sufficient in many of our basic 
raw materials. 

How radical a change has taken place in our raw 
material supply situation is shown by the following 
schedule which compares our self-sufficiency in a 
number of selected raw materials in 1937 and 1956: 


Domestic Production of Raw Materials as 
Percentage of Domestic Requirements 


1937 1956 
Petroleum 103.2 83. 
Gypsum crude 77.3 70.4 
Fluorspar 93.6 39.4 
Magnesite 717.4 2.0 
Mica 82.7 6.7 
Sulphur 154.2 95.3 
Iron Ore 98.4 76.0 
Manganese Ore 4.2 14.1 
Bauxite 59.6 21.6 
Copper 121.0 76.1 
Lead 103.9 13.6 
Zine 97.1 44.3 
Mercury 47.2 43.7 
Platinum 20.2 2.1 


In four of the above raw materials we actually 
had an export surplus in 1927. The most important 
of these is petroleum. Until the mid-1930s the 
United States was the world’s largest oil exporter, 
while today we are the largest oil importer. Outside 
of minerals, our most important raw material im- 
ports are newsprint and woodpulp which supply 30 
percent of our needs, and wool which supplies 56 
percent of our requirements. In addition to these 
materials, in which our own supply is declining rela- 
tive to our needs, there are those for which we have 
always been totally dependent on foreign supply 
sources. The most important of them are tin, nickel, 
natural rubber, jute, burlap, sisal, carpet wool, in- 
dustrial diamonds, ferromanganese, and berrylium. 

We have said that our ever-growing demand for 
raw materials has depleted some of our resources. 
3ut in most cases, this has happened only in a rela- 
tive sense. Our production of most raw materials 
is far greater today than it was two decades, or 
even one decade, ago. But our consumption has 
grown even more. Thus, between 1910 and 1956 
our total domestic metal production has increased 
by over 50 percent but our population has more 
than doubled during this period and our gross 
national product (in constant dollars) has about 
quadrupled, The same trends can be discerned if we 
focus on a much shorter and more recent period. 
Between 1940 and 1956 our metal production index 
has jumped by only about 6 percent while the popu- 
lation index showed an increase of more than 30 
percent and the GNP index rose even more. 


Filling The Gap Between Production and Consumption 


Correlative with our rising needs, a number of 
developments have taken place to find new sources 
for them. In some cases, we have actually been able 
to reduce our dependence on foreign sources by 
creating synthetic substitutes. The most famous 
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snew- example of this is, of course, synthetic rubber which ducers, These are clearly temporary factors with 
oday has reduced our dependence on foreign rubber from no effect on the long term trend. Both the famous 
basic 100 percent in the pre-war period to a mere 35 per- Paley Report on our national resources and subse- 
cent now. Nearly equally dramatic is the change- quent industry studies have confirmed this. And the 
raw over from silk to nylon which has allowed us to re- jet and rocket age will only speed up the process. 
wing duce our total raw silk imports to just $32 million For jet engines, rockets and nuclear reactors all de- 
in a last year. mand high-temperature metals such as columbium, 
956: But these are exceptions. In general the only way tantalum, molybdenum, tungsten, and chromium. Of 
to meet our additional needs has been to import these molybdenum is the only one in which the 
them, Twenty or twenty-five years ago this would United States is in a comfortable domestic supply 
have been impossible. There was simply not enough position. Our production of tantalum and colum- 
raw material available outside the United States to bium covers currently only 5 percent of our needs, 
fill a significant share of our needs. Today, the situ- although recent discoveries in Colorado may boost 
ation is drastically different. Vast new reserves of this figure to 15 percent, Our tungsten reserves are 
many vital raw materials have been discovered and fairly large but even now we could not supply all 
developed in other parts of the world on which we our needs from domestic sources. As tungsten de- 
can draw for our needs, In the mand increases we will need 
case of oil, for instance, our more imports of this material. 
} own reserves have not declined. U. S. raw materials imports in 1956, Regarding chromium we are 
In fact, they have grown totaling $7.0 billion included . . . almost totally dependent on 
steadily. Yet, they account to- é tin= 100% of US. supply foreign supply sources and will 
day for only 12 percent of the nichel- 96% become more so, since our own 
world’s total, compared to tae ttn small deposits of this valuable 
some 40 percent just prior to mineral have been substantial- 
World War II. The reason for won ore-24 ly depleted. A similar situation 
this change lies mainly in the applies to cobalt, another min- 
discovery of the tremendous an eral whose consumption is 
ally new deposits in the Middle $2.2 dittion bound to increase in line with 
rant East. A similar situation ap- the most recent technological 
the plies to copper. Prior to World || [—§F---7-7- developments. At present, only 
ter, War II the United States ac- some 27 percent of our total 
side counted for 60 percent of the | AS 17% fU.S. nesty cobalt supplies come from do- 
im- world’s copper output, com- $ 1.2 bithion mestic sources, When capacity 
- 20 pared to about 25 percent to- operation is attained at certain 
56 ~~ — =,  ———__—, € new mines in Idaho we may be 
ese In this connection, it is of em rd 30% of U.S. supply able to supply 45-48 percent 
ela- great importance that so many fipemnen of our total needs. But the bulk 
ave of the new mineral resources of our supplies will still have 
ply abroad have been discovered —_ © ——— to come from abroad. 
kel, and/or developed by United $ O.Spinen other 
in- States concerns. Thus, though “— Pp Raw Material Imports and 
m. we import an ever-increasing a National Security 
for share of our raw material 
"eS. needs, the bulk of them comes What does this growing de- 
Ja- from American companies op- oener pendence on foreign supply 
‘als erating abroad, While this fact ay sources for so many of our 
or does not eliminate all the risks vital raw materials mean to 
1as of having to depend on foreign our national security ? Certain- 
156 sources, it greatly diminishes Ee ly, it is not going to make this 
sed them. For it is hardly likely country more secure, For fore- 
re that an American subsidiary ign supply sources are, politi- 
OSS abroad would ever discriminate against its parent cally and strategically, never as secure as domestic 
ut company in the United States. In addition, the earn- ones. This is a fact we will have to face and live 
we ings of the foreign subsidiaries and branches of with in the years ahead. But there is much we can 
od. American corporations increase the incomes of do (and in many instances, are already doing) to 
lex U. S. stockholders and bring additional taxes to our reduce the risk factors involved. Encouraging 
u- treasury. American companies to go abroad and act as our 
30 | The trend towards an increasing reliance on im- foreign suppliers has already been maintained in 
ports for our raw material needs, particularly this connection. Strategic stockpiling is another im- 
minerals, is bound to continue. This may sound portant factor. The larger our stockpiles, the less 
. | strange in view of the excess capacity which exists would we be affected by the sudden loss of a foreign 
currently in many of our domestic mines. But the supply source. In turn, this would make it much 
of | main reason for this is the drop in demand due to less attractive for any foreign supplier to cut us off 
es | the current business recession and an unusually in order to gain a political advantage, since he 
jle | large price differential between foreign and domes- would feel the loss of business long before we would 
by | tic commodity prices which has caused the burden feel a shortage of supply. Even more significant is 
us of the consumption decline to fall on domestic pro- the need to spread the risk (Continued on page 264) 
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HE Directors of General Telephone Corp. and 

Sylvania Electric Products, on November 6 
agreed in principle to a merger of the two com- 
panies. The plan is simple—issuance of a share of 
General Telephone common stock for each share of 
Sylvania. There has been no announcement regard- 
ing Sylvania preferred stock, but it seems probable 
that an exchange offer will be worked out. The new 
company would be named General Telephone & 
Electronics Company. Donald C. Power, President 
of General Telephone, would become Chairman and 
Chief Executive Officer of the new company, while 
Donald Mitchell, now Chairman and President of 
Sylvania, would be President. Sylvania will be kept 
alive as a subsidiary for the time being and it seems 
likely that one of the vice-presidents will be pro- 
moted to the presidency. 


A proxy statement and a prospectus are now 
being prepared and will be mailed out to stock- 
holders of both companies in December. A two- 
thirds majority vote of stockholders will be neces- 
sary, but there seems little reason to doubt that it 
will be forthcoming. The merged company would 
be one of the 100 largest corporate enterprises in 
the United States, with assets of nearly $1.4 bil- 
lion, annual sales of some $861 million, and net 
earnings around $58 million. 


The two companies already had some interests 
in common: President Power has been on the 
Sylvania board for about a year and Paine, Web- 
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$3 Billion Merger- 
General Telephone & 


Sylvania Electric 


By Richard Colston 


ber, Jackson & Curtis have acted as bankers for 
both companies. For some time President Power 
has been interested in further applications of elec- 
tronics to telephone operations, and this spring he 
predicted that the U.S. would, within a few years, 
be linked by a nationwide electronic telephone sys- 
tem directed by electronic brains. The present 
electro-mechanical switching facilities would grad- 
ually be replaced with electronic devices, which 
would require much less space and operate more 
quickly. Experiments with pilot models have been 
encouraging, he stated. Last year a new subsidiary 
was set-up, General Telephone Laboratories, Inc., 
presumably to function in the same manner as Bell 
Telephone Laboratories. 

The merger with Sylvania will provide substan- 
tial research facilities, already developed. Sylvania’s 
experience with data processing systems will speed 
the use of the telephone to transmit such data. On 
the other hand General can help Sylvania by sup- 
plying funds. The present expenditure for non- 
military research might well be doubled, according 
to reports. The results of such research should help 
to strengthen the position of General’s big manu- 
facturing company, Automatic Electric of Chicago. 

Based on figures for twelve months ended Sep- 
tember 30, 1958 the division of revenues and sales 
between regulated telephone operations and non- 
regulated manufacturing and miscellaneous opera- 
tions would be about as follows, before and after 
the acquisition of Sylvania: 
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Gen. -—————__ GENERAL TELEPHONE CORP 
Gen. Tel. Only Tel. Sylvania } } } } 
Millions % Millions % = : arse 2 ened sa: A my 
Telephone sub- i-et 
sidiaries ..... $311 58% $311 36% blow - $2 
M " — io ——1 rund Debt: os $114, 521,900 3 
ing ales Subsid . $438 , 179 , 300 o 
. ae —— m Subsid Pfd. Stk $129, 167,761 . 
Subsidiares . 221 42 550 64 = Ss. $2 G40y Pia: 159,012 - 50‘par j 
iia a ~_} ons 2.37 o We - $50 par T 
3-401) , , Shs. $2.20 Pid 3,255 - $50 
Total .. $532 100% $861 100% one. $2 125 Cy Pid 163'020 . $80 par 
. . . . ~ Shs. Cosson 15,423,000 - $10 par = 
The present capitalization of the two com- Fiscal Year Dec. 31 : 
panies, and of the combined company, would be + —+___4—. 
approximately as follows, subject to adjust- 
ments: -— ——-+ | 25 
General Sylvania Combined © of 
Tel. Elec. ProForma Total a —t - | 20 
—_——Millions J te o | | 
| Se $534 $70 $604 49% thi” Z = aT = ata” “i j 15) 
‘ ~ aad « Ying ' ia 
Preferred Stock 145 10 155 13 core asia Foon enn tt wa qu Fr} 
19 954 956 195 1958 
Common Stock 4 1.06 - . ao n r 1.40 1. 76 1.84 2.63 3.05 73 03 T **) 5 
itv 295 97 +2 , 88% 88i/ 885 | 888 88% 88% 978 | 1.068 1.32 | 1.65 | 1.85 | je 
re 335 127 462 38 ‘ ae 


Total .. $1,014 $207 $1,221 100% 
Based on the 4,344,000 shares of Sylvania Elec- 
tric now outstanding, and adjusting for full con- 
version of the six convertible securities of both 
companies and exercise of Sylvania employee op- 
tions, it is estimated that the merged company 
would have 22,237,000 shares outstanding, of which 
Sylvania would contribute about one-fifth. Share 
earnings of the combined organization for the 
calendar year 1958 are estimated at $2.80 after 
full conversion. Earnings of Sylvania have been 
hurt by the recession, while General Telephone had 
a comparatively good year. 


Structure and Outlook for General Telephone 


In order to appraise the future integration and 
progress of the merged company, it is necessary 
to study the records of the merging companies. 
General Telephone Corporation, a holding company, 
controls the largest telephone group in the United 
States outside of the Bell System. Domestic sub- 
sidiaries have about 3.442,000 telephones, or 5.3% 
of the national total. In addition, 28,000 telephones 





2 1312.2) 4.210 5,.8' 43 
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serve areas in Canada and the Dominican Republic. 

In 1955, through merger with Theodore Gary & 
Co., General acquired control of Gary’s sub-holding 
companies, Associated Tel. & Tel., Continental Tele- 
phone, Automatic Electric, Anglo-Canadian Tel- 
ephone, etc.—thereby gaining some 600,000 tele- 
phones and very substantial manufacturing activi- 
ties. Reflecting the merger, about 58% of revenues 
are now derived from telephone operations and 42% 
from manufacturing activities. 

Late in 1957 General acquired Peninsular Tele- 
phone, serving over 300,000 telephones in Florida. 
A number of smaller independents have been ac- 
quired from time to time and this process will 
doubtless continue. General is in strong position 
to make such acquisitions since many of the 4,000- 
odd small independent companies have difficulties 
in obtaining funds to modernize and expand. The 
Bell System, as a matter of policy, does not acquire 
independents. 

Even before recent mergers, General Telephone 
had enjoyed extremely rapid growth. In 1957 the 
system was comparatively small, with revenues of 


Salient data on General Telephone Corp. 


Income Data 


income 
Gross From Mfg. Net Div. 
Operating & Sales of Net Per Per 
Revenue Subsids. * Income Share® Share 
= (Millions) —-————— 
$311.4 $17.4 $48.1 $3.05 $2.00- 
289.0 15.6 45.7 3.03 1.85 
237.3 13.9 41.2 3.05 1.65 
209.8 10.2 31.0 2.62 1.60 
146.9 1.0 16.1 1.84 1.20 
132.0 6 13.9 1.77 96 
105.4 6 8.7 1.45 88 
87.6 4 5.5 1.17 88 
70.0 71 4.1 1.17 88 
60.7 5! 3.0 .%6 88 
53. 1 41 3.2 .80 88 








*—Dividends received and equity in undistrib. income. 
+—12 months ended Sept. 30. 

1_Other income. 

2—Indicated for full year 1958. 


3—Based on actual shares outst djusted for stock dividends. 
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COMPARATIVE BALANCE SHEET ITEMS 


December 31 


1956 1957 

ASSETS (000 omitted) Change 
8 Eee aa .. $649,600 $ 870,720 +$221.120 
Invest, Spec. Deposits, etc. ........ 74,858 90,805 + 15,947 
I ; 6,294 9,212 + 2,918 
Cash and Marketable Secur. ne 71,804 63,952 — 7,852 
Due from Affil. Co., & Rez., net 31,250 44,232 + 12,982 
Materials & Supplies .................. 35,855 26,459 — 9,396 
TOTAL CURRENT ASSETS ........... 138,909 134,643 + 4,266 
EF eee $869,661 $1,105,380 +$235,719 
LIABILITIES 

TOTAL CURRENT LIABILITIES ..... $118,819 $ 128,514 +$ 9,695 
Reserves & Deferred Credits ...... 5,411 8,903 + 3,492 


Subs. Pfd. Stocks & Min. Int. .... 103,318 135,026 + 31,708 
Subs. & Par. Co., Long Term Debt. 356,730 488,494 + 131,764 
Preferred Stocks ........ccccccccceeeeeoees 12,829 18,005 + 5,176 





Common Stock ........ 132,720 148,641 + 15,921 
Total Surplus .......... 139,834 177,797 + 7,963 
TOTAL LIABILITIES $869,661 $1,105,380 +$235,719 
WORKINK CAPITAL $ 20,090 $ 6,129 —$ 13,961 
ge 1.1 1.0 — 1 























- —  SYLVANIA ELECTRIC PROD. —= 2 
—} } f -—— = ew ee 
i Radios, lighting t peeee _—o = 
—— T ice Range — one — 
= as 1929 - 1935 { —— 
—— Long Term Debt $83,528,000 — High - 15 t “ —{— 
P———Shs. $4.00 Pfd: 94,173 - no par— Low - 58 _— 
Shs. Common: 3,531,774 - $7.50 par 1 t oe = 
Fiscal Year Dec. 31 es 
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integrating and modernizing the Gary proper- 
ties, but now this program is substantially com- 
pleted. Automatic Electric’s operations were 
formerly conducted in a large number of build- 
ings in Chicago; General has completed a single 
large one-floor building on a former golf course 
which now takes care of all operations much 
more efficiently. In New York City, where Sys- 
tem headquarters are maintained, General has 
now leased 17 floors in a large new building 
being constructed at 730 Third Avenue, to be 
known as the General Telephone Building. It 
will be 2 stories high and completely air-con- 
ditioned. Before the merger with Sylvania the 
company had planned to occupy remaining 
floors gradually, until by 1978 it would use most 


10| Of the building. The company expects to move in 











i — 
tel st tb | 1 i 
1947 1948 1949 1950 | 1951 | 1952 1953 195. 5 1957_| 1958 
2.10 2.84 1.82 5.37 4.18 | 3.04 3.10 4 | 3.48 | °°).72 





1.40 | 1.40 1.40 | 2.00 | 2.00 | 2,00 
9 61.1 


30.0] 33.8] 35.6 | 39.8 | 69.4 


+*2. 
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F New York and obtaining a more coordinated 





2.00 | 2.00 | 2.00 / 2.00 | 2.00 | 
88.3 | 84.6 | 87.2 | 102.0 | 112.0 | Wa Gms 


3 about the middle of 1959, bringing together all 
the personnel located in several buildings in 





ow 


ia operation, Just how these plans will be affected 





* Plus Stk Div 

only $13 million. A decade later revenues had more 
than tripled, but in the next decade, including the 
acquisition of Gary, they increased about 61% times! 
With the Gary System, General not only acquired a 
large system but also a huge telephone equipment 
manufacturing company (Automatic Electric) plus 
various foreign interests. 

During early years of the postwar period Gen- 
eral’s share earnings were irregular, but in 1952 
they began to increase rapidly, from $1.45 in 1952 
(adjusted for split-ups) to $3.03 in 1957. This 
growth has tapered off in the past two years, due 
perhaps to growing pains as well as the business 
recession. 

An important factor in earnings (apart from the 
rapid postwar increase in population and in the use 
of the telephone) was the improvement in rates. 
In 1949 General earned only 3.8% on invested 
capital, but by 1955 this had been improved to 7.7%, 
partly through rate increases and partly due to im- 
proved efficiency. 


Digesting Acquisitions 
In the past three years General has been busy 


by the Sylvania merger is not known. 

Like American Tel. & Tel., General Telephone 
now reports its share earnings on the basis of 
“average shares’. For the 12 months ended Sep- 
tember 30, $3.12 was reported compared with $3.15 
in the previous period; for 9 months, earnings were 
$2.33, a gain over last year’s $2.26. Thus it appears 
likely that earnings for calendar 1958 may show a 
modest gain over last year’s $3.05 and possibly 
equal the $3.11 earned in 1956. 

These figures would be slightly lower based on 
actual shares outstanding, and still lower if ad- 
justed for full conversion of the five convertible 
security issues outstanding. 

There seems every reason to expect resumption 
of an upward trend in share earnings, assuming 
that the absorption of Sylvania does not involve too 
many problems. 

Prior to the merger, General Telephone had 
budgeted $834 million for a five-year expansion 
program of the telephone business. A recent ad- 
vertisement reads: “This program is solidly based 
on the sound, continuing growth of the regions we 
serve. We operate, mainly, outside the overcrowded 
metropolitan centers. (Please turn to page 265) 


Salient data on Sylvania Electric Products, Inc. 


Income Data 


Net Div. 


Net Operating Net Per Per 
Sales Income income Share Share 
aan (Millions) —————- 

TE $237.5 $N.A. $ 6.3 $1.72 $2.00! 
ST” siisiciealaioesbiapuaasiaueebilisa 342.9 26.0 12.6 3.48 2.00 
SIE ‘caciiaiinessahucldioiiniaiiinse 311.0 26.8 13.7 4.11 2.00 
A RESESERS EAR e sonnei 307.3 28.8 13.8 4.30 2.00 
SEEDY seicsiniesuiseanetpsetinadvniiasioss 281.6 19.5 9.4 2.93 2.00 
SUID dicscosaseniseastnaiieeudieaees 293.2 25.7 9.5 3.10 2.00 
SIT inisinisceaiiicddehipanaaiieetapliinntane 235.0 18.8 6.9 3.05 2.00 
SERINE! SERRE CNC Meee 202.8 26.7 8.2 4.19 2.00 
SU pbuitivecgsevaineshintelelinaasteslahii 162.5 19.0 8.2 5.37 2.00 
SUE ssictbibnintesniotilieniaianga 102.5 4.9 3.0 1.83 1.40 
ee 99.3 59 =3.8 2.84 1.40 


N.A.—Not available. 
*—Ist nine months 
1—Indicated for full year 1958. 
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COMPARATIVE BALANCE SHEET ITEMS 
December 31 
















1956 1957 

ASSETS (000 omitted) Change 
ad $ 10,405 $ 8,568 —$ 1,837 
Receivables, Net .. . Sea 69,448 + 9,556 
Inventories ....... 72,656 79,571 + 6,915 
UNI, Siisiivsicnkotasionacescs 1,933 1,794 _ 139 
TOTAL CURRENT ASSETS ..... 144,886 159,381 tT 14,495 
Se 72,940 76,704 + 3,764 
Invest. Advances, etc. .... 5,825 9,796 + 3,971 
Deferred Charges .......... —_ 677 1,429 + 752 
Ee $224,328 $247,310 +$22,982 
LIABILITIES 
Curr. Debt & Notes Pay .................. $ 1,307 $ 7,165 +$ 5,858 
AEE ee 12,946 11,522 — 1,424 
ee 14,812 16,879 + 2,067 
Fed. Income Taxes ................. i 13,812 11,803 + 2,009 
TOTAL CURRENT LIABILITIES ............. 42,877 47,369 + 4,492 
gE 56,544 62,536 + 5,992 
Preferred Stock = 9,678 9,582 _ 096 
Common Stock 24,751 26,447 + 1,696 
IRE ae 90,478 101,376 + 10,898 
VEER CBABTRITERS ..........ccccccccccccccccee $224,328 $247,310 +$22,982 
WORKING CAPITAL ...............000000008 $102,009 $112.012 +$10,003 
EE SUIIIUID snicdnnthnvbitcinieniiesnmntiunsin 3.4 3.3 _ J 
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Searching for Values 


In Low Priced 


Stocks 


By Robert C. Ringstad 


HE resurgent market of 1958 has been a truly 

remarkable phenomenon. As measured by any 
of the widely quoted averages, stock prices have 
recorded all-time record highs. The performances 
of such stocks as American Motors, Polaroid, Ad- 
dressograph-Multigraph, Parke Davis, Lorillard, 
Studebaker-Packard, Zenith and others, blue chip 
and speculative alike, are well known. Substantial 
gains have been far from the universal pattern, how- 
ever, and several issues, for one reason or another, 
have not participated in this market rise to the 
extent one might have expected in such a specula- 
tive upsurge. 

There are many reasons that can be cited to ac- 
count for some of the more sensational advances 
made this year — hope of big return from new 
products — better earnings estimated from cost- 
cutting steps during the recession — or simply 
market popularity for the particular type of stock 
or industry represented. Several lowerpriced 
shares more recently have profited from the interest 
that normally is generated in such stocks after a 
protracted rise in the market. Activity of this 
nature is often the harbinger of a market reaction. 
However, in the past year the inflation psychology 
pushed the market higher and higher without any 
significant reaction, making many low priced issues 
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extremely vulnerable should the recovery modify 
hopes in many instances. 

At this point, though, it might be advantageous 
to examine some of these low priced stocks which, 
in fact, have not enjoyed any real market success, 
especially since many of the stocks which have 
participated most fully in the advance appear to 
have greatly overdiscounted the extent and rate of 
earnings improvement. While it is still too early 
to say whether the general economic recovery will 
slacken or continue to move ahead, there are at 
least some caution signs which might be heeded. 
Suffice to say, true investment values are becoming 
increasingly difficult to find in the stock market. 
In this discussion, we wish to point out the position 
of the various companies, both favorable and un- 
favorable. 

The list is not all-inclusive. While some stocks 
may appear attractive on a general market setback, 
and the prospects for others will depend on an ex- 
pansion in the business recovery, the competitive 
position of their products and the earnings outlook. 
Yet you will find several of the stocks included, 
most attractive investments because of an above- 
average outlook for growth. 

The first group can be termed generally, “stocks 
showing signs of progressing.”” We would include 
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the following companies in this group: 

Allis-Chalmers operates through seven divisions. 
The company is the third largest manufacturer of 
farm equipment in this country and also the third 
largest manufacturer of heavy electrical equipment. 
About 25% of farm equipment volume goes to the 
export market, while electrical equipment sales are 
largely made to our domestic electrical generating 
industry. The company is also an important manu- 
facturer of general machinery such as road building 
equipment and construction machinery, and through 
its other divisions manufactures motors, pumps, 
engines and forklift trucks. The Nuclear Power 
Division was established in 1957 for research and 
development of nuclear power products. Sales show 
signs of recovering from the recession and for the 
nine months ended September 30, net per share 
equalled $1.62 compared with $1.76 in 1957. Sep- 
tember quarter earnings of $0.60 were up sharply 
from the same quarter last year when $0.41 was 
reported. Although utility equipment buying will 
probably taper off next year, a pickup in general 
industrial machinery could offset this, Their opera- 
tion are cyclical. The shares are a speculation on 
continued economic recovery. 

Atchison, Topeka and Santa Fe, one of our truly 
great railroads, is currently benefitting from move- 
ment of the biggest wheat crop in years, and earn- 
ings are estimated at $2.35 for the full year, up 
from $2.30 the year before. Atchison operates the 
greatest mileage of track of any road and benefits 
from the long hauls in its territory and the above 
average growth in the region served. Atchison 
maintains a conservative debt structure, is very 
strong financially, has excellent management and 
well-maintained property. In addition to its solid 
rail operations, its land holdings lend long term ap- 
peal by virtue of extensive natural resources, prin- 
cipally oil, natural gas, uranium and lumber. The 
quarterly dividend rate of $0.30 was supplemented 
this year with a $0.25 extra, providing a current 
yield of nearly 514%. With annual earnings dis- 
playing an uptrend, the stock appears to be fairly 
valued. 

Beneficial Finance operates over 1100 _ offices 
throughout the United States, Canada and Hawaii. 
In the past three years alone, about 200 new offices 
have been added to the system. Beneficial is a hold- 
ing company whose subsidiaries are engaged in the 
small loan and sales finance business. Since 1947, 
the average size of loans has increased every year, 
while the total number of loans made increased in 
every year except 1957. In this same period, net 
income, rising consistently, has tripled, although 
earnings per share only went from $1.40 in 1954 
to $1.91 last year. Dividends, which have averaged 
a little better than half of net income, have about 
doubled. With estimated earnings in 1958 of $2 and 
outstanding receivables continuing to rise, some 
liberalization of the dividend is possible next year. 

Columbia Gas System serves communities in the 
northeastern United States from New York to Ken- 
tucky with the majority being in West Virginia, 
Ohio and western Pennsylvania. Revenues have con- 
sistently expanded since 1948 and the company has 
spent over $650 million to keep pace with growing 
demand. About $90 million was to be expected this 
year and next. The bulk of gas is purchased, mainly 
from the southwest, and sales to customers are 
divided about 36% residential and commercial, 21% 
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industrial and 43% wholesale and other. Earnings 
in the latest twelve month period ended September 
30 were $1.53, up from $1.26 in the year earlier 
period. Affirmation by the Supreme Court of the 
Memphis Case could have an unfavorable effect on 
future earning power although it would not neces- 
sitate any adjustment in prior year earnings. 

Marine Midland is a bank holding company whose 
thirteen banks (on the average about 98% owned) 
operate 159 branches in 85 New York communities. 
The two largest holdings are the Marine Midland 
Trust Company of New York, in New York City, 
and the Marine Trust Company of Western New 
York. The two account for over 60% of total sys- 
tem deposits, which were over $2 billion at June 
30, 1958. Marine Midland made good use of its 
earnings assets in 1957, earning an average rate 
of interest on loans and discounts of 5.66% com- 
pared to 5.23% the year before. About half of loans 
are classified as commercial, industrial or agricul- 
tural and something less than a third are made to 
individuals. Interest on loans and mortgages ac- 
counts for nearly 70% of operating income. In the 
post-war years, Marine Midland consolidated net 
per share has displayed a good uptrend. Although 
gross income from loans and mortgages and security 
profits are up this year, earnings should be about 
the same as the $1.74 reported in 1957, but the 
longer term picture is enhanced by such projects 
favorable to the economic climate of New York 
State as the St. Lawrence Seaway and the proposed 
Niagara Power Project. 

Montana-Dakota Utilities supplies electricity and 
gas to 246 communities in Montana, North and 
South Dakota and Wyoming. A steady growth in 
utility revenues has been in evidence and the trend 
should continue as the Williston Basin attracts 
commercial and industrial development. Revenues 
presently are divided about 56% gas and 43% 
electric, about evenly divided between residential- 
rural and industrial customers. Shell Oil is develop- 
ing the company’s oil holdings in the Williston 
Basin, and earnings from this source could reach 
$0.45 per share in the not-too-distant future. Al- 
though a low-yielding utility, the stock price does 
not appear to be fully discounting longer range oil 
potential. Earnings in the latest twelve month 
period ended September 30 were $1.64, up from 
$1.48 in the same period a year ago. 

National Fuel Gas is a holding company whose 
operating companies are distributors and retailers 
of natural gas in western Pennsylvania and New 
York. About half of the 1.7 million people served 
are in Jamestown and Niagara Falls, N. Y. and 
Erie and Sharon, Pa. Although the area served is 
quite stable, the company has displayed an excellent 
growth trend in total revenues in the post-war 
period. Over 70% of revenues are derived from 
residential sales and about 90% of natural gas 
requirements are purchased. It is expected that some 
14,000 customers will be added next year and with 
rate relief, earnings could reach $16.0-1.70 per 
share, compared to $1.43 in the latest twelve month 
period. Dividend payout has averaged a generous 
70%. If this company were not subject to the 
Memphis decision, it would be an attractive buy now. 

Northern States Power serves principally the areas 
centering around Minneapolis and St. Paul, supply- 
ing electricity and gas. Electricity accounted for 
85% of total 1957 revenues and gas 14%. The 
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Selected Stocks Selling Under $30 Per Share 





Earnings Per 











Net Sales Share 
Companies Showing 1956 1957 1956 1957 
Improvement —(millions)— 

IID secnstnsnienissevcenonsennnnsnn $547.4 $534.1 $2.42 $2.11 
Atchison Top. & St. Fe ............. . 590.11 610.7! 2.64 2.30 
Beneficial Finance Co. .............+. 100.4 110.9 1.76 1.91 
Columbia Gas System .................. 342.5! 376.0! 1.41 1.31 
Marine Midland Corp. ................ 76.5* 87.32 163 1.74 
Montana Dakota Utilities .. 24.91 26.3! 1.42 1.52 
National Fuel Gas 20.0.0... 81.0! 85.6! 164 1.39 
Northern States Power ................ 139.3! 147.91 1.21 1.23 
ND cnteitehieninnieinttnrnecemnenmncosen 97.0 120.3 1.50 1.61 
Westinghouse Air Brake ................ 214.6 236.9 2.86 2.89 
Companies Still Retarded 
American Export Lines .................. $69.9! $81.6! $9.53 $8.09 
Chicago Pneumatic Tool .......... ..... 83.3 90.4 244 3.14 
Foremost Dairies  .............cccccceseeoeeee 382.4 415.1 1.38 1.43 
EE NIN eeteririecnctnenceremenenes 108.8 107.4 2.58 3.08 
Be I TD cttacsceccerenteeceeerce (NA) (NA) 1.31 .63 
New York Air Brake .................... 49.9 45.9 256 3.19 
Pan American World Airways ....... 288.9! 312.6! 2.31 1.35 
Pennsylvania R. RR. ........cccceceeseeees 991.1 987.3 3.16 1.45 
Pittsburgh Coke & Chemical .......... 59.6 54.1 3.03 1.98 
I TIE sictiicisisenesnesstieceneccsscons 178.2 182.0 3.24 1.80 





*—Based on latest annual dividend rate. 
NA—Not available. 
d—Deficit. 


———Ist 9 Months——— 
Earnings Per Div. Price 

Net Sales Share Per Range Recent Div. 
1957 1958 1957 1958 Share* 1957-1958 Price Yield 
—(millions)— 
$419.3 $393.7 $1.76 $1.62 $1.00 36'4-20% 29 3.4% 
453.4 429.3 1.42 1.47 1.40 27\2-16% 27 = 5.1 
82.6 88.3 1.44 1.54 1.00 25%-16% 24 4.1 
264.1 305.6 90 1.12 1.00 21 -14% #21 «47 
(NA) (NA) 1.27 1.28 1.00 24%4-17% 24 4.1 
18.9! 19.81 1.02 1.14 1.00 30'4-18'2 29 3.4 
62.71 69.0! 1.23 1.27 1.10 22%-16% 22 5.0 
108.8! 114.3! .90 95 1.00 22%2-13%2 22 4.5 
(NA) (NA) 1.37 1.47 1.20 26%4-16% 25 48 
186.0 158.8 2.38 1.50 1.20 33%-17'2 28 42 
(NA) (NA) $4.65 $3.88 $2.00 31%4-19% 29 6.8% - 
45.63 36.7% 1.36% 853 1.00 29'2-18'2 28 3.5 
310.2 312.6 97 99 1.00 22 -13% 21 «47 
83.8 58.5 2.26 71 40 35'2-18 25 16 
(NA) (NA) 79 05 30% 47%-17% 26 — 
36.3 24.0 2.39 64 1.00 28 -17% 22 4:5 
239.4 235.9 1.21 75 .80 23\%e-12% 23 3.4 
755.2! 617.9! 1.49 d 52 25 22'2-11% 6 1.5 
40.6 33.1 1.87 34 1.00° 27%-15% 20 5.0 
141.5 93.6 2.10 41.77 ~ 374-14 20~C 


1—Total Revenue. 
*—Gross operating income. 
3—6 months. 


1958 





'—Div. action deferred July 30. 
5—Plus stock. 











principal customers were residential-rural, 43%, 
commercial, 23%, industrial and other, 34%. The 
area is a well-balanced economy and has displayed 
both stability and expansion. Northern States’ reve- 
nues in turn have gained yearly since the end of 
World War II. To supply the expected needs of the 
area, the company plans to spend $224 million in the 
1958-61 period and has also signed contracts with 
the A.E.C., Allis-Chalmers, and ten midwest utili- 
ties for the research, development and construction 
of an atomic power plant to be located at Sioux 
Falls, S. D., scheduled for completion in 1962 and 
to be owned and operated by Northern States. 


Pepsi-Cola ranks second to Coca-Cola in the soft 
drink industry, accounting for an estimated 15% 
of the domestic market. Under an aggressive man- 
agement, sales have expanded nearly 150% since 
1950. A major program of plant rehabilitation and 
expansion effected many operating economies and 
more aggressive promotional efforts were under- 
taken. Foreign sales gains have even exceeded 
domestic in recent years. Perhaps the best tribute 
to the success of this management is this year’s 
September quarter earnings of $0.65 compared to 
$0.52 earned in the same 1957 quarter. It should 
be remembered that this past summer was generally 
wet and cool. Dividends have benefitted more than 
proportionally and have averaged over 60% of earn- 
ings in the past five years. Earnings could reach $2 
this year and the shares have appeal. 

Westinghouse Air Brake has been able to diversify 
to the extent that only a third of sales now comes 
from railroad equipment. Construction and elec- 
tronics now account for something less than a third 
each. The LeTourneau-Westinghouse Division man- 
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ufactures earth-moving equipment, tractors, grad- 
ers, etc. and should begin to feel the benefits of a 
stepped-up Federal highway program. Melpar, Inc. 
is engaged primarily in defense electronics. The 
rail equipment business has suffered in the last year 
or two, but relief granted the roads by Congress 
should soon find its way to the equipment firms as 
the roads make up for maintenance deferred by the 
recession. Estimated 1958 earnings of $2 should 
cover the $1.20 dividend adequately. 


The second group of stocks generally have not 
responded to improved economic conditions. In this 
story we examine individually, only the more in- 
teresting of these issues, which follow: 

American Export Lines is probably best known for 
its luxury liners, the “SS Independence” and “SS 
Constitution,” but its fleet also includes four com- 
bination freight-passenger ships, 22 express cargo 
ships and two victory ships. The line operates 
mainly in the Mediterranean areas from U.S. East 
Coast ports, deriving about 70% of revenues from 
freight. Subsidized merchant marine activities are 
a rather complicated procedure, but in general, the 
law provides that the line can place all or any part 
of net income in a reserve to be used solely for ship 
replacement and that such funds so placed are tax- 
free. The government also pay operating subsidies 
designed to offset the higher costs of an American 
flag line. The chief appeal of American Export 
Lines stock, then, amounts to the high yield ob- 
tainable from subsidized earnings and dividends. 
The record over the years is one of fluctuating earn- 
ings and dividends, but on the average it has been 
good. The high yield obtainable appears in line with 
these attendant risks. (Please turn to page 263) 
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Competitive Race Between 


Department Store Chains 
—May Dept. Stores—Allied Stores 


— Federated Dept. Stores 


By Ward Gates 


ITH a record Christmas trade in prospect, the 

department stores are feeling more cheer- 
ful. For the time being their troubles, though 
many, are forgotten. Volume and profits have been 
recovering moderately since the middle of the year, 
along with most other types of business. 

The strength in department store sales reflects 
declining unemployment, lengthening of the work 
week, the rise of wage rates, the fattening of the 
weekly pay envelope, and the increase in dividend 
distributions. Also, a spirit of optimism, which 
makes for free spending, has been engendered by 
the booming stock market of the last six months. 

Fourth quarter results for the department stores 
will probably be the most encouraging of the year, 
higher than 1957 as to sales, only slightly below last 
year as to profits. Since at least 25% of department 
store business is usually done in the months of Nov- 
ember and December, a good fourth quarter means 
relatively good results for the year 1958 as a whole. 

The prospect is for some further gain in 1959. 
The stage is set for a further advance in general 
business. Stores are alert and energetic in planning 
to get their share of the consumer’s dollar. It seems 
likely that department store trade as a whole will 
continue to expand next year. 
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However, keen and increasing competition may 
well keep department stores from realizing profits 
gains commensurate with the increase in sales. In 
spite of the favorable outlook for the trade in the 
near future, department stores still have plenty of 
problems. The big units, once the aristocrats of the 
retail field, have fallen on evil days. They had a 
brief period of prosperity in 1946, and again in 
1948, while the most acute of the war shortage were 
being relieved, but since then department stores 
have lost ground to other types of retailing. 


Some of the Problems 


They have had to contend with a wholesale move 
of their customers, principally middle class people, 
from the cities to the suburbs. Even those faithful 
patrons who were disposed to come into the cities 
to get the benefit of the wider selections in the large 
stores have been gradually weaned away by the 
growing congestion, the difficulty in parking, and 
the general expense and trouble of getting into and 
out of the city. And the rising cost of delivery ser- 
vice has impinged on the profit of business with 
customers who live at some distance. 

The department stores have found their margins 
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narrowed by the shortage of labor, rising minimum 


wages, the growing power of the unions, the 
competition of the discount houses which took away 
much of the volume business by cutting prices, and 
increasing inroads of supermarkets stocking non- 
foods as well as the mass retailers on much-traveled 


highways. 
Results Of Postwar Trends 


Statistics show clearly the ef- 
fect of these developments on de- 
partment stores. From the post- 
war base period 1947-49 to 1957, 
retail sales volume _ increased 
about 57%, but department store 
sales as a whole rose only 36‘. 
The department stores, it is cal- 
culated, now get about 6° of the 
total retail business, compared 
with more than 8% in the middle 
Forties. Department store profits 
increased only about 15% be- 
tween 1947-49 and 1957, while 
the profits of American indus- 
trial corporations as a _ whole 
were expanding some 65%. 
Department stores, of course, 
have been well aware of these 
trends and active in meeting 
them. Most have established 
branch stores, following their 
customers to the suburbs. Costs 
have been trimmed by the intro- 
duction of self-service or varia- 
tions thereof in many depart- 
ments. Methods of handling mer- 
chandise have been mechanized, 
whenever possible. City shopping 
has been made easier by the pro- 
vision of garage space for cus- 
tomers. Promotions have been 
devised to bring customers into 
the cities. But competition grows 
ever keener, both in the big me- 
tropolitan centers and in their 
suburbs, and this as always con- 
stitutes the real problem of the 
trade. How well it is solved seems 
to depend more on the quality of 
the management of each enter- 
prise than on trends in the trade. 
In spite of the unimpressive 
postwar record of the depart- 
ment stores, their stocks ad- 
vanced along with the general 
market in the recent rise, after 
having declined less than the 
market during last year’s drop. 
Many if not most issues in this 
field seem fairly priced in re- 
lation to current earnings and 
those in early prospect. More- 
over, with stock prices establish- 
ing new records and consequent- 
ly vulnerable to reversals, select- 
ed devartment store issues in- 
volve less price risk, in that their 
quotations are geared more close- 
ly to earnings and dividends, 
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than do other stocks at this time. Accordingly, the 
remainder of this article is devoted to a review and 
comparison of the positions and prospects for the 
three largest department store chains, Allied Stores, 
Federated Department Stores, and May Department 
Stores. 

The relative positions of these three leaders have 
been shifting in the last few years. Until 1957 Al- 













Income Data 





Net 














Profit Earnings Div. 
Net Income Net Margin Per Per 
Sales Taxes Income % Share Share 
-- 5a (Mi.lions) —————— 
ALLIED STORES * 
1958 (12 mos. ended 7/31) $629.8 $10.7 $10.3 1.6 $3.57 $3.00! 
1957 632.8 12.8 12.3 1.9 4.33 3.00 
1956 615.7 14.2 14.2 2.3 5.05 3.00 
1955 581.9 15.2 13.9 2.3 4.96 3.00 
1954 543.9 14.1 13.2 2.4 5.50 3.00 
1953 515.8 12.4 11.8 2.2 4.92 3.00 
FEDERATED DEPT. STORES * 
1958 (52 weeks ended 11/1) 646.5 27.5 26.4 4.0 3.43 1.80! 
1957 635.5 25.9 24.9 3.9 3.25 1.60 
1956 601.5 25.8 23.5 3.9 3.05 1.57 
1955 537.7 24.1 22.0 4.1 3.07 1.37 
1954 500.5 20.7 19.0 3.8 2.63 1.25 
1953 478.8 17.1 13.8 2.9 1.87 1.25 
MAY DEPT. STORES * 
1958 (12 mos. ended 7/31) 535.9 19.2 18.4 3.4 2.90 2.20! 
1957 533.6 21.1 20.2 3.7 3.19 2.20 
1956 521.4 21.7 20.7 3.9 3.31 2.20 
1955 494.3 20.0 19.4 3.9 3.09 1.90 
1954 444.3 17.8 17.0 3.8 2.68 1.80 
454.1 17.5 16.4 3.6 2.62 1.80 


1953 


N.A.—Not available. 
!1_Indicated full year 


Federated May 
Allied Stores Department Stores Co. 
Corporation Stores, Inc. Department 
1/31/58 2/1/58 1/31/58 
---—------- (Mi:lions)—————————— 
Long Term Debt (Stated Value) . $ 47.8 $ 23.8 $ 60.7 
Preferred Stock (Stated Value) $ 24.1 None $ 30.4 
No. of Common Shares Outst. (000) 2,626 7,686 5,986 
Common Stock & Surplus . . $152.5 $181.2 $171.3 
Cash & Marketable Securities ........ $ 31.1 $ 24.0 $ 22.8 
Inventories, Net $ 93.2 $ 65.46 $ 61.7 
Receivable, Net .................. $ 73.4 $ 87.7 $ 97.3 
Current Assets ............... sniainiuiiaitadsitii $203.3 $181.4 $187.6 
Current Liabilities ; $ 58.7 $ 55.3 $ 71.5 
Net Working Capital ...............0.... ‘ $144.6 $126.1 $116.1 
Current Ratio (C.A. to C. L.) ...... 3.4 3.2 2.6 
Net Property ................ $ 61.3 $ 74.1 $119.9 
Total Assets ...... ssueansaplesannanadsnideiiin . $263.3 $265.1 $334.0 
Book Value Per Share . sede $ 57.94 $ 23.58 $ 28.62 
Recent Price of Common Stock ........... 51 50 44 
Price Earnings Ratio .............000. 13.2! 14.2! 13.9! 
Indicated Dividend for 1958 ....... os SO $ 1.80 $ 2.20 
IEE SEMI cuicsnhiascheeeinspiiiahsiemnsbibinlibiabepinabiinbevess 5.8% 3.6% 5.0% 


1Based on estimated 









































* Years ending Jan. 31 of following year, except 
1958. as noted. 


Balance Sheet Data 


1958 earnings. 
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lied Stores was the largest. Last year, however, 
Federated Department Stores nosed out Allied, 
and this year there is a possibility that the recent 
acquisition of The Hecht Company by May Depart- 
ment Stores may move the latter into top position. 


Many Similarities 


In many respects the three chains are similar. 
All cater to middle class or upper middle class 
customers. although May Department Stores was 
originally a pioneer in the distribution of low priced 
merchandise. 

The 36 stores that constituted the May chain as 
of January 31, 1958, are located mostly in large 
cities in the Middle West and West, with one large 
store each in Pittsburgh and Baltimore. May’s rep- 
resentation in the East has since been augmented 
by The Hecht Company’s eleven stores in Baltimore 
and Washington, and by the recently announced 
agreement to buy Cohen Brothers Department 
Store in Jacksonville, Fla. 

Federated Department Stores had 40-odd stores on the 
same date, chiefly in large metropolitan centers of 
the East and Southwest, but also including a group 
of nine Fedway stores in smaller cities of the South- 
west. 

Allied Stores had the widest geographical coverage 
of the three, with 87 stores in 25 different states. 
May Department Stores is the only one of the three 
chains which operates any considerable number of 
units under its corporate name. There are May 
Stores in Baltimore, Cleveland, Denver, and Los 
Angeles. But the May organization also includes 
Kaufman’s in Pittsburgh, M. O’Neill in Akron, 
Famous-Barr in St. Louis, Daniels & Fisher in Den- 
ver, the recently-added Hecht Company in Balti- 
more and Washington, and others. 

Federated’s better-known stores include Abraham 
& Straus in Brooklyn, Bloomingdale’s in New York, 
Filene’s in Boston, Foley’s in Houston, Lazarus’ in 
Columbus, Shillito’s in Cincinnati, Sanger’s in Dal- 
las, and Burdine’s in Miami. 

Allied’s largest units include Jordan Marsh stores 
in Boston, Framingham, and Miami, Caine-Sloan 
in Nashville, Stern’s in New York, Maas Brothers 
in Tampa, Donaldson’s in Minneapolis, Bon Marche 
in Seattle, and Joske’s in San Antonio, to name only 
a few. 

All three organizations subscribe to the idea of 
decentralized management, which allows the head 
of each big city store and its branches to operate 
with a large measure of independence. The indivi- 
dual stores, however, have access to central pur- 
chasing service and to merchandising ideas, aids, 
and helps. Accounting, finances, and the exchange 
of helpful information on operating problems are 
usually taken care of by the central organization. 


Expansion Policies And Programs 


The expansion policies of the three chains during 
the postwar period have not been uniform. For a 
long time Allied Stores was “against expansion” on 
the ground that “the efforts and ability of the man- 
agement should be directed toward improving stores 
already owned rather than endeavoring to obtain 
additional stores.” The result of this attitude was to 
reduce the number of stores in the Allied chain 
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from 79 in 1949 to 73 at the end of 1954. In the lat- 
ter year, however, an expansion plan was adopted 
which raised the number steadily thereafter to 87 
on January 31, 1958. Allied has since closed its out- 
let at San Diego, and opened a new store in a shop- 
ping center near Boston. Its program is now com- 
pleted until the Sixties, it is reported. 

Both May and Federated, on the other hand, have 
expanded their chains steadily and rapidly since 
the end of World War II, and are still doing so. 

May opened two new stores last year, in Los 
Angeles and Cleveland. So far this year the com- 
pany has added another store in suburban Cleve- 
land, acquired the Daniels & Fisher organization in 
Denver, and moved the Daniels & Fisher downtown 
store and the May Company downtown shop in 
Denver into a new $8 million building which is 
described as “the largest and most modern retail 
facility in the Mountain State area’. May has also 
begun construction of a new third floor in Denver, 
has under way a sixth branch of the Los Angeles 
store, located at Redondo Beach, to be opened next 
year, and has announced plans for an $8.5 million 
shopping center in Lakewood, Colo., and an $18 mil- 
lion shopping center near San Diego. 

Federated Department Stores added three new 
suburban branches in 1957, in Dallas, Texas; Pea- 
body, Mass.; and Babylon, N. Y. Another was 
opened in North Milwaukee in March of this year. 
Under construction are another branch in Dallas, 
and a large project of expanding by about a third 
the Lazarus store in Columbus. Neither of these is 
expected to be completed in 1958. Federated has 
plans for additional branch stores also in Boston, 
Hackensack, Brooklyn, Milwaukee, Miami, and Cin- 
cinnati, based on the belief that “due to the steady 
increase of the country’s population and standard 
of living, total retail sales... will double within two 
decades without reflecting any changes in the price 
level”. The program also includes spending some 
$5 million for a 600-car garage for the existing 
Abraham & Straus store in Brooklyn. 


Sales and Earnings Records 


It is when we come to the sales and earnings re- 
cords of the three companies that significant dif- 
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7412.44 | 2.32 | 2.67.| 1.91 | 1.81 | 1.87] 2.63 | 3.07 | 3.16 | 3.24 | xx.02 P| 2.97] 3.22 | 2.901 3.46 | 2.48 | 2.57 | 2,62 | 2.68 3.09] 3.32 | 3.19 | £3.00 
628.836, .834, 1.04 | 1.208! 2.25 | 1.251 2.25 | 1.378) 1.578) 1.60) _ Lt 1.50 | Lid. a 1.80 1.80 | 1.80 | 1.80 | 1.90) 2.20 | 220) 
6 | 77.0 TL.3. 1 94.0 90.5 92.0 91.5 | 95.9 | 110.2 | 126.2 | 126.) | ee Ce Su) 6) 77.3 81.4 97 2.7 
x 6 months E Estimated 
ferences begin to appear. In both volume and pro- had sales of $488,973,659 an increase from the 


fits gains, Federated Department Stores has the 
most impressive postwar record. If we use the 
average for each chain for the period 1947-49 as 
a base, Federated’s sales show an increase of 89% 

compared with 56% for Allied Stores, and 38% for 
May Department Stores. All three have done better 
than the department store trade as a whole, for 
whom the increase over the 1947-49 average was 
but 36%. Only Federated, however, raised its vol- 
ume more than the expansion of 57% recorded for 
retail trade as a whole. 

The disparity in earnings results over a period 
of years is even more marked. Comparing per 
share profits for 1957 (the fiscal year ended Jan- 
uary 31, 1958) with the averages for the years 
1947-49, we find Federated’s earnings on its stock 
are up 56%, while those of May showed a gain of 
only 5%, and Allied’s per share earnings were 
down about 30%. 

Federated’s earnings actually increased slightly 
in the recession year 1949, when those of Allied and 
May were declining. Only in 1952 and 1953 did 
Federated make a less impressive earnings showing 
than its two large rivals. 


Federated Dept. Stores Leads 


Federated is the only one of the three chains 
which has registered a gain in the current fiscal 
year to date. Allied incurred a deficit in the three 
months ended April 30, but a subsequent remedial 
program brought third quarter earnings about 25% 
above the same period a year ago. It now appears 
that Allied earnings for 1958 may reach or top 
$4.00 a share, compared with $4.33 a share last 
year. 

Federated did well in the third quarter which end- 
ed November Ist, with earnings of 94 cents a com- 
mon share, an increase from 83 cents last year. and 
for the nine-months period, profits rose to $1.96 a 
share, up from $1.77 in the like period last year. 

Net income for the third quarter was $7,217,415 
up 12.9% over the year earlier, For the nine months, 
net income increased 10.6% to $15,072,147. 

Third quarter net sales were $159,416,337 com- 
pared with $153,157,819 for the corresponding quar- 
ter of last year. For the nine months, Federated 
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$420,001,186 for the first nine months of 1957. 

Federated sales and earnings for the 52-week 
period ended November Ist also were up from the 
previous 53-week period. Sales rose to $646,564,001 
from $637,279,634. Earnings increased to $26,415,- 
794 or $3.43 a share, from $23,853,807 or $3.13 a 
share in the like period last year. 

May’s 1958 net income is hard to estimate because 
of the merger with Hecht. Assuming that this 
acquisition will not dilute, but add to, per share 
earning power, we look for a 1958 total approxi- 
mating $3.25 a share, slightly higher than last 
year’s $3.19 a share. 

None of the three dividends seems in any early 
danger, although coverage of all three has narrowed 
in the last ten years, Federated from about 2%, 
times in 1948 to about two times; May from about 
214 times to about 1! times; and Allied from about 
21,4 times to about 114 times. There is a possibility 
that the Federated dividend rate, being only a little 
over half of earnings, may be raised next year. 

Finally, there is a good deal of difference in the 
capital structures of the three companies. Fed- 
erated’s is the most conservative, with 88% of the 
total capitalization consisting of common stock 
equity, compared with 77% for May Department 
Stores, and 68% for Allied Stores. 

It is a question whether, in view of the factors 
reviewed in the foregoing paragraphs, any of the 
three stocks except Federated Department Stores 
can be considered a good investment for long-term 
growth. Even Federated has a disquieting feature 
in that there have been repeated secondary offer- 
ings this year, and some substantial sales of stock 
by officers, which could be interpreted to mean that 
people in a position to know about the company 
consider the stock a better sell than a buy. Never- 
theless, the company’s excellent past record, its 
enterprising plans for expansion, provide reason 
for expecting the stock to move forward, over a 
period of years. 

30th May Department Stores and Allied Stores 
seem to qualify as fair investments for income. The 
higher yield available on Allied stock, as shown in 
the table, reflects the larger risks involved in the 


ominous trend of Allied’s earnings and the narrow- 
ing coverage of the dividend. 


END 
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Not So Easy las Powder, Babcock & Wilcox, net farm income figures to be off less 
That this market is not a one- Barber Oil, Bell Aircraft, Bethle- substantially in 1959, due to in- stoc 
way street to fortune, has been hem Steel, Boeing, Cessna Air- creased surpluses and lower Her 
demonstrated by the recent drop craft, Chrysler, Corning Glass, prices, reduced Government pay- stoc 
in prices. It is not particularly Dresser Industries, Eastern Air ments as a result of the expiring fical 
difficult—as plenty of people Lines, Fansteel, Filtrol, Foster soil-bank program, and some in- trus 
know to their sorrow—to lose Wheeler, Gillette, Great North- creases in farm production costs. Am 
money or to make little in this eR Paper, Magma Copper, Among the leading farm-equip- mer 
market. As of this writing, most National Cash Register, National ment makers, Deere is least di- mor 
market averages have given up naam Pittston, Raytheon, Halli-  versified. International Harvester per 
only about one-fifth of the over- gaa National Acme, Scovill will derive support from in- Kels 
all 1958 advance but many indivi- oe ~vienage i Sun Oil, ( nder- creased sales of motor trucks, of eral 
ial ienten one eeneer tale ee — Corp., United Carbon, U.S. which it is a large maker; and Mag 
lows than highs. Here is a partial om also from road-building and Cop 
list; Allied Products, Aluminium oa ow other construction machinery, as Sha 
Ltd., American Shipbuildine, well as increased sales of steel. wor 
Chemetron, International Shoe, Following a good 1958 gain, Allis-Chalmers, important _ in othe 
ITE Circuit Breaker, Lukens — — — 
Steel, Melville Shoe. Mission De- | INCREASES SHOWN IN RECENT EARNINGS REPORTS 
velopment, Reed Roller Bit, Fene- | om _— 
stra, Fairbanks Morse, Grace, Le 9 mos. Sept. 30 $ .40 $ Ge 
General Precision Equipment, Chance Vought Aircraft .............. vesesseeee eee Qua, Sept. 30 2.12 1.32 Pit! 
Tidewater Oil, Union Oi] of Cal., ee seoseseeeeeeeeeee Quer, Sept. 30 49 39 Rai 
United Biscuit, U. 5. Borax. Lehigh Portland Cement .............0cccccccccccceee Quar. Sept. 30 73 aa Ch 
Others Pe Te I, BI cccscccensccccescccccoce vesseeeeeee Quer. Sept. 30 .94 76 St. 
U. S. Gypsum ........... cere ore Nene Quar. Sept. 30 1.56 1.39 Uni 
Other stocks whose recent per- Reynolds (R. J.) Tabacco oo... Quer. Sept. 30 2.04 1.78 Am 
formance has been significantly S| ETO Quar. Sept. 30 35 24 Cre 
poorer than that of the industrial Stauffer Chemical Co. o.....ccccccccceceee Quer. Sept. 30 1.22 94 Cre 
list as a whole include: Alcoa, Armstrong Cork oo..ccccccccssecssessseeseeeone ae Quar. Sept. 30 70 43 Fai 
Amerada, American Potash, At- a a = 
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farm equipment, also faces rela- 
tively poor demand for its heavy 
electrical equipment and heavy 
industrial machinery. Most of the 
smaller makers of farm equip- 
ment are relying on road-build- 
ing equipment as the main ave- 
nue of diversification, Since so 
many others are expanding, or 
are heavily expanded, in this 
field, increasingly keen competi- 
tion in it seems surely ahead. In 
our view, farm-equipment stocks 
are relatively unattractive. 


Switching Around 


It is true that mutual funds 
and other investment trusts are 
buyers of stocks, on balance; but 
they are less inclined to stand 
pat on holdings for long--pull ob- 
jectives than most people imag- 
ine. They do more. switching 
around, including medium-term 
trading operations, than does the 
average individual investor. On 
an over-all basis, results accom- 
plished are about in line with the 
pattern of the market averages. 
In the quarter through Septem- 
ber 30, 146 mutual funds made 
security purchases totalling about 
$852 million, but sold securities 
to a total of some $540 million— 
a buying-selling ratio not much 
over 8 to 5. Purchases are much 
less rigidly confined to high-grade 
stocks than you might suppose. 
Here are some of the speculative 
stocks that were bought in signi- 
ficant volume by _ investment 
trusts in the third quarter: 
American Airlines, Allis-Chal- 
mers, American Viscose, Balti- 
more & Ohio, Gimbel Bros., Cop- 
per Range, Granite City Steel, 
Kelsey-Hayes, Mack Trucks, Gen- 
eral Cable, White Motor, Martin, 
Magnavox, Whirlpool, Magma 
Copper, Illinois Central, and 
Sharon Steel. Some of these have 
worked out well to date, some 
otherwise, 


Where They Stand 


It has been a good 1958 mar- 
ket, at least until the November 
sell-off, but not quite the “tidal 
wave” referred to in some press 
or brokerage-house comment. At 
its best to date, the Dow indus- 
trial average extended its April, 
1956, bull-market peak by a 
shade less than 9°, which is 
roughly in line with other and 
broader indexes. Only 10, or one 
third, of the stocks in the Dow 
average have got above their old 
highs. The biggest gains from 
prior bull-market tops have been 
these: General Foods 52%, Corn 
Products 38%, Procter & Gamble 
38°, Eastman Kodak 26%, U. S. 
Steel 22%. Those farthest under 
old highs, a few of which were 
made as far back as 1929, are 
Woolworth, American Telephone, 
Chrysler, Allied Chemical, Ameri- 
can Smelting, American Tobacco, 
International Nickel, duPont, 
National Distillers, Westinghouse 


Electric, and International Pa- 
per. 
Possibility 

Clevite Corp. makes mainly 


bearings and bushings for use in 


the automotive, aircraft, farm 
machinery and railroad equip- 
ment fields; and has diversified 
importantly into electronics in 


recent years, At 23 in a 1957- 
1958 range of 2414-1514, and well 
under an old high of 301% reach- 
ed in 1953, it has for some time 
been a disappointing stock to own. 
Best recent net was $2.54 a share 
in 1955, against peak of $2.88 in 
1950 and $2.08 in 1957. The fig- 
ures indicate limited, if any, bene- 
fit from electronics thus far. 
Profit this year might be in the 
vicinity of $1.40-$1.50 a share. 
Dividends are at $1, finances 
comfortable. Payments have been 
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General Railway Signal sind 
Pittsburgh Metallurgical ..................cccccceeeee 
Radio Corp. of Amer. ....... 

Cluett, Peabody & Co. ...... 

St. Joseph Lead ..............0........ 
United Biscuit of America ............... 


American Bank Note Co. ........... 
See 
Crucible Steel Co. of Amer. 
Fairbanks, Morse & Co. .. 











DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1958 1957 
9 mos. Sept. 30 $ .97 $2.19 
Quar. Sept 30 25 45 
Quar. Sept. 30 .40 52 
Quar. Sept. 30 .60 79 
Quar. Sept. 30 15 52 
9 mos. Sept. 30 1.16 2.79 
Quar. Sept. 30 38 55 
Quar. Sept. 30 28 42 
9 mos. Sept. 30 33 1.60 
Quar. Sept. 30 .08 39 
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continuous since 1922. Emphasis 
on improved efficiency, under 
pressure of poor recent results, 
could lift profit rather sharply 
under likely 1959 recovery condi- 
tions, On that basis, the stock 
offers speculative possibilities. 


Coppers 
U. S. copper is at 30 cents a 
pound (producers’ price). The 


market consensus is that it might 
average about 30 cents, or slight- 
ly more, in much of 1959. If so, 
earnings would be well above the 
depressed 1958 levels, roughly in 
line with 1957’s fair but reduced 
levels, sharply under 1956 and 
1955 profits, The stocks seem ade- 
quately priced. Performance of 
this group is currently poorer 
than that of the industrial list. 


Steels 


Despite the recent drop in 
prices, most stocks are far from 
cheap; but, on a relative basis, 
leading steels look less extreme}; 
priced than many other issues. 
In most they are priced 
around 10 to 12 times conceivable 
1959 earnings—assuming opera- 
tions of 75° to 80% of capacity. 
From Armco to Youngstown and 
in between, they are probably 
sound buys on price dips. Take 
your pick, 


cases 


Paper 


Allowing for competition from 
plastics and aluminum in packar- 
ing and containers, growth po- 
tentials in paper containers could 
be exaggerated. Potentials in 
printing papers and tissues are 
not dynamic. The stocks are gen- 
erally priced at relatively high 
multiples of possible 1959 earn- 
ings. We would look elsewhere 
for investments at this time. 


Believe It Or Not 


It was possible to make more 
money in 1958 to date in income 
stocks such as American Chicle, 
American Snuff, Colgate-Palm- 
olive, Corn Products, Kresge, 
Woolworth and Walgreen than in 
Allied Chemical, Amerada, 
American Cynamid, duPont, GE 
or National Lead. END 
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THE BUSINESS FORECASTER OF 


ACTIVITY 


Industrial Production 
FRB INDEX 1947-1949-100) 


+ 


Forecaster * 


INTERESTING TO NOTE — 
The rise in industrial production 
line between 1956-57 was offset 
by economic decline in that 
period, accurately forecasting 
heavy inventory accumulations. 


THE TREND FORECASTER 
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RELATIVE STRENGTH MEASUREMENT 
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Wis the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 








| COMPONENTS OF TREND FORECASTER* 


— "55, 1 
uf | 3 
gam, 
“. rr / . j 
? , 


4 s 
107" vv | 
14.5]... Hundreds 


| 
~i J % | Durable Goods 
“+s is wot Mg -New Orders 
> . Billions of dollars 















336 





Stock Prices 





















































100.4 (MWS Index) 4 | 
| |? 1925 Close-100 
X= | 
I t "ae" —_ | 
! Raw Industrial | 988 
Commodity Prices -—~ 
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1.02}, | _ oe v 
"" * Housing Starts T \L 
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Nonresidential Construction Contracts (a) 
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(t)—Seasonally adjusted except stock and commodity prices. 
(a)—Based on F.W. Dodge data. 2 month moving average. In constant dollars. 
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This we have done in our Trend Forecaster (developed 
over a period of several years), which employs those indicators 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 

As can be seen from the chart, industrial activity in itself 
is not a true gauge of the business outlook—the right answer 
can only be found when balanced against the state of our 
economy. The Trend Forecaster line does just that. When it 
changes direction up or down a corresponding change in our 
economy may be expected several months later. 

The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con- 
traction in our economy. 

We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


Midway in the fourth quarter, the components of the 
Trend Forecaster continue to point to recovery at a 
moderate rate in general business for the near-term. 

On the latest available figures, the great majority 
of the eight indicators are still in an upward phase, 
although the percentage of series advancing is no 
longer showing an uptrend. Housing start, business 
failures, industrial commodity prices and stock prices 
have shown further improvement; and new orders in 
durables industries also remains in an uptrend. Less 
favorable performances are recently being recorder 
for new incorporations, average hours worked (owing 
mainly to automotive strikes in October) and non- 
residential construction contracts. 


This general picture of very favorable, but no longer 
rapidily improving, conditions is born out by the 
Relative Strength Measure. This measure, which com- 
bines the tendencies of the eight individual indicators 
into one statistic, has clung to the range of +4 to +4.5 
for several months. This is indicative of a continuing 
moderate rate of business recovery into early 1959. 
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CONCLUSIONS IN BRIEF 


PRODUCTION—now rising a little more rapidiy, after 
a two-month lull. Major new stimulus is the auto- 
mobile catch-up following strikes. Federal Reserve 
index to be in the low 140’s by early 1959. 
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TRADE—also improving moderately further, after a 























































































































































































- brief lull in October. Auto sales rising (but not into 
boom); soft goods volume continues strong. Retail 
30 prices firm. Outlook: strong retail situation into 
80 Spring. 
250 —— —_—_—_—_——__2 
ia MONEY AND CREDIT—No significant change in situa- 
+2 | tion in recent weeks. Business demand for funds still 1 ee _____ loa 
; only moderate; speculative demand for funds is at a 
*. minimum. [nterest rates unlikely to rise further for 
-3 
: several months. 1 7 —f 
* | COMMODITIES—while the price trend of industrial 
= | commodities has been drifting upward, it is not omt_—_i_i | 1 =e 
ped cumulative. Inventory demand, needed to start prices ee ee ee ey ee ee a ee eee 
tors really climbing, is still on the thin side. Mild further ~S 
d to advance in these commodities is likely for the near 
self =m. 
swer 
our ERHAPS the really big economic news of the past 
n it ——s month has been the absence of any really big 
saat economic news. By parallels with the two earlier post- 
me MONEY AND BANK CREDIT pop fog og anh p 
re- in r 
hen (WEEKLY REPORTING MEMBER BANKS) new record boom. Yet the evidence of such a fer- 
—_ ment, fully six months after the beginning of reco- 
a eee very, is still negligible. It may be a little early to 
-on- leatons ‘oe bead ait expect it; the timing and rates of business cycle re- 
coveries are notoriously unpredictable. But not a 
— as} few sage heads in the business community are now 
nodding in curious agreement over the dearth of 
x evidence that a new boom is impending. 

What should now be expected that is not yet 
the visible? In the first place, raw materials prices should 
ra | "| be rising somewhat faster than they are, and cor- 
rm. porations should have begun to recognize the desir- 
rity ss t = Fig Fe ability of adding to their inventories, since both 
ise, Pt roles eases! TT ry TTT | consumption rates and probable prices trends would 
no st | Seeeeeee suggest accumulation. Yet there is a continuing 
ess sce Priddy dad avoidance of an accumulation psychology among 
ces | | | } 1d bi yd dt purchasing agents and executives generally. 

in 7 | sony spelmelsse de ttn _| POR Secondly, business plans to buy plant and equip- 

ess Per TT TTT | ey : PTTTyT ment should at least have begun to recover. The 

der os Testes ae eae actual expenditures on plant and equipment lag far 

ing US. GOVERNMENTS | behind the general business cycle, of course. But 

on- s sii {i spending plans by now should have reversed into a 
JASON ODT FMAMITASONO TF MAMI SASSOON ATT 

general atmosphere of prosperous willingness to 





spend. No such reversal is yet apparent. 

















ger 
the Thirdly, the general rate of ordering in manufactur- 
me 1956 1957 1958 ing industries should by now have picked up more 
ors sharply than it has. In part this reflects the absence 
4.5 | 

GC —— (Please turn to the following page) 
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PRESENT POSITION AND OUTLOOK 




















| Latest Previous Year 
THE MONTHLY TREND Unit Month Month Month Ago 
of ordering for inventory. But the 
INDUSTRIAL PRODUCTION®* (FRB)...... 1947-'9-100 | Oct. 138 137 142 result is that backlogs of manufac- 
Durable Goods Mffr...........ssesesee sence 1947-’9-100 | Oct. 145 145 156 turers have not yet turned around 
Nondurable Goods Mifr.........:c..css0 | 1947-'9-100 | Oct. 134 133 130 and headed upward as they usually 
I siserecsscncsicsntnsenennnsnsescnnencestonannciin 1947-'9-100 | Oct. 121 122 aol do in this phase of the business cycle. 
I dail | $ Billions | Oct. 16.9 16.6 16.9 These _~ doubts, not a The 
Durable Goods.. sk Saleen | $ Billions | Oct. 5.3 5.1 5.7 questions they raise are not owe wr to 
a suggest a new bout with recession, 
Nondurable Good5s...............ssssssseeeeees | $ Billions Oct. 11.6 11.5 11.2 b . . 
ut rather a stretching and slowing | 
Dep’t Store Sales 1947-'9-100 | Oct. 135 136 129 
lhe i en: eee of recovery, to a pace below that 
MANUFACTURERS’ reached in earlier postwar recoveries. 
Pe TR vacscsccccesrscnscterssnns $ Billions Sept. 26.8 26.1 26.4 As maintained in these columns for 
Durable Goods.....sccsscsssseesssessen $ Billions | Sept. 126 12.2 12.5 | several months, this recovery is run- 
Nondurable Good5s...............:s:ss000 $ Billions Seot. 14.1 14.0 14.. ning into a new kind of abundance; 
aici ceniiereeianla $ Billions Sept 26.7 26.4 28.2 abundance of supply — for the first 
I i iseiernccncestcacerttterinninin $ Billions Sept. 12.6 12.4 14,5 time in almosi two decades. 
Nondurable Goods.....cccssssssssseseee $ Billions Sept. 14.1 13.9 14° eee 
BUSINESS INVENTORIES, END MO.*) $ Billions Sept. 85.0 85.4 91.3 | 
SII * sicncinctpuntnassenssimnaineuntinils $ Billions | Sept. 49.2 49.4 54.2 THE LABOR MARKET—this is one of 
SNES wiinncnnstnnnnscammstucninntesnetniind $ Billions Sept. 12.1 12.1 12.8 the hot centers of debate about 
| RETRRTES oer enre ewes $ Billions | Sept. 23.7 23.9 24.4 1959. In the past six months. as 
ee 1947-’9-100 | Sept. 151 148 154 production trends have turned de- 
—— _ i - saeeeen finitely upward, employment has 
CONSTRUCTION TOTAL...........cccssssssesee $ Billions | Oct. 4.8 4.8 46 | risen only very modestly — in fact, 
IID seisainsedhacsinevipitncendniiontapiiaideiodeiont $ Billions Oct. 3.2 3.2 3.1 disappointingly. As late as October, 
Residential _..... $ Billions Oct. 1.7 1.7 1.6 manufacturing employment was still 
EE NP iscecccticoniiian $ Billions Oct 1.5 1.5 15 as much as 1.2 million below a year 
Housing Starts*—d............sssseereees Thousands Oct. 1260 1220 1020 ago, and most other private sectors 
Contract Awards, Residential—b...... $ Millions Sept 1460 1451 1151 of the economy showed declines 
Pe Is cctrcriscenestesareaniissistictsteiienlited $ Millions Sept 1756 2016 1399 from a year ago. The only area in 
7 ———— which employment now clearly ex- 
CPLOVERENT sae ceeds a year ago is in government. 
PE, EID ccssrnicensenicnseccnsnscensencnnies iitiene Oct 65.3 64.6 66.0 Part of the slow recovery in em- 
SENTEIIUN sscsnuicinscinnuninansniniieniabsianditnliba tens Oct. 51.2 51.2 52.6 ployment may be traced to the fact 
IID sictistsctiscnsesiineniascniiacsiinianion Millions Oct. 8.1 8.0 77 that hours of work were very low at 
Wade Milfions Cet 2 we. we the trough of the recession, and most 
Factory .... Millions Oct. 11.8 11.9 12.9 of the gain in production thus far has 
Hours Wortes ... | Hours Oct. 39.6 39.9 39.5 been achieved by lengthening the 
Hourly Garaings ciasnehidennatansinnitiiie Dollars Oct. 2.13 2.14 2.09 workweek, rather than through new 
Weekly Earnings.............see Dollars Oct. 84.35 85.39 82.56 hirings. If the rate of gain in activity 
PERSONAL INCOME®..0......ccccscesnseoe $ Billions | Oct. 358 358 351 continues for another few quarters, 
Re By Be iisesecccctecenscenscsnsenveces $ Billions Oct. 239 239 239 the impact on employment should 
Proprietors’ Incomes...........eesereees $ Billions Oct. 57 57 55 thus be much greater than it has 
Interest & Dividends................cse00 $ Billions Oct. 32 32 32 been in the first six months of re- 
ee | I Riciencsccecenenecscininiitatin $ Billions Oct. 27 27 23 inns hy mag Aap ge Me 
_- smnasten laisaneat eterna $ Billions Oct 17 oa 17 7 Rca ot THe cele eae hs, Guedis Cs Geen 
CONSUMER PRICES 1947-'9-100 | Sept 1237 1237 121.1. | In the early months of 1958. (It is 
a ae 1947-’9-100 | Sept 120.3 1207 «117.0 | Worth remembering that the labor 
Clothing 1947-'9-100 | Sept 107.1 1066 107.3 | force is still growing by about 800,- 
a a a | 1947-'9-100 | Sept 127.9 127.9 1263 | 000 per year, and that it takes a 
—- comparable increase in employment 
MONEY & CREDIT merely to keep unemployment from 
All Demand Deposits*............ssess:00+: | $ Billions Sept. 108.9 109.2 106.2 rising.) The unemployment figure, it 
Bank Debits*—g ~_ | $ Billions Sept. 85.9 84.9 81.3 should be noted, is likely to be one 
Business Loans Outstanding—c..... .. | $ Billions Sept. 30.2 30.5 32.4 of the hot political issues of early 
Instalment Credit Extended”....... a $ Billions | Sept. 3.3 3.4 3.5 1959. 
Instalment Credit Repaid’................ | $ Billions Sept. 3.4 3.4 3.4 
| - * * * 
FEDERAL GOVERNMENT 
Budget Receipts............eceseeseeeseeeeee $ Billions | Oct 2.8 7.2 3.1 DEPARTMENT STORE SALES—on a 
Budget Expenditures...............ssee $ Billions =| Oct 7.1 6.6 6.5 seasonally adjusted basis, they rose 
Defense Expenditures..............:ss+0+ $ Billions | Oct 4.2 3.8 3.6 sharply during the summer months, 
Surplus (Def) cum from 7/1.........+ | $ Billions Oct (8.8) (4.5) (5.9) then declined just as sharply in Sep- 
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OOK 
PRESENT POSITION AND OUT 
: QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY antesam 
the Tape ae am 
ufac- In Billions of Dollars—Seasonally Adjusted, at Annual Rates tember and October. They are now 
seoiaial —_— | in the steep seasonal ascent into the 
a 1958———_—— ——1957——| Christmas week climax, and the week- 
a. SERIES ot " ! mt to-week changes should show strong- 
The | - ___ Quarter Quarter Quarter Quarter’ | ly positive. Most observers of the 
nai te GROSS NATIONAL PRODUCT ............... 440.0 429.0 425.8 445.6 retail trend expect that total volume 
we Personal Consumption se 292.0 288.3 286.2 288.3 will now rise steadily above 1958, 
ia | song oo ~ng iniaineinmniniane re a co = and that in the weeks just before 
et Foreign Investment ...................-.. ’ . . . : . 
that Government Purchases ... 93.0 90.9 89.5 87.0 Christmas, now sales records will be 
tes. | EET cicuinaisinsnieinnne ean, 53.0 51.9 50.9 50.9 set at retail counters across the 
hen | SS Se 40.0 39.1 38.6 37.8 country. Available stocks of retail 
run- | | PERSONAL INCOME ooo..0.ooo.cccccccccccccooeee 357.5 349.8 347.3 351.8 merchandise have been well rebuilt, 
nce; | Tax & Nontax Payments 43.5 42.3 42.3 43.1 with attractive styles and, in dur- 
fi » | Disposable Income ............ssesseessesseeses 314.0 307.5 305.0 308.7 ables lines, considerably improved 
irs Consumption Expenditures ................ 292.0 288.3 286.2 288.3 1959 models. The retail outlook is 
| Personal Saving—d ............:ccccecceeeeeeeees 22.0 19.2 18.8 20.4 strong, if not booming, into Christ- 
i CORPORATE PRE-TAX PROFITS ............ _ 32.0 31.7 44.2 mas. 

CTD THIER ccscccccntscnesccsseses - 16.3 16.1 22.0 . * * * 

Corporate Net Profit .... - 15.7 15.5 22.1 
> of Dividend Payments ............... - 12.4 12.5 12.7 INVENTORY-SALES RATIOS — this 
yout 4 NUNIT IID siciie: sitmneienenianoneinvsens ~ 3.3 3.0 9.4 

basic measure of the state of the 
on, PLANT _& EQUIPMENT OUTLAYS -.....-.. 30.3 32.4 378 manufacturing economy is now back 
lies THE WEEKLY TREND to normal. In the months after the 
. —_—_——_ - — —| onset of recession, the ratios rose to 
— Unit a a -~y — extremely high levels, as the sales 
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Trend of Commodities 









SPOT MARKETS—Sensitive commodities were rather mixed in 
the two weeks ending November 21, with advances balancing 
out declines. The BLS index of 22 leading commodities closed 
at 91.9, unchanged from two weeks earlier. Raw foodstuffs 
were slightly higher during the period while the raw indus- 
trial materials component was unchanged. In the latter 
group, metals weakened a bit, with copper scrap, lead scrap 
and tin, all declining. Other industrial materials, such as rub- 
ber and wool tops, also were lower. 

Meanwhile, the rank and file of commodities have been 
showing definite improvement in recent weeks and the BLS 
comprehensive weekly wholesale price index rose 0.3% in 
the two weeks ending November 18. Non-farm commodities 
made the best gains and this component of the index rose 
0.5%, closing at a new all-time high. 
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BLS PRICE INDEXES 
1947-1949—100 


Latest 2Weeks 1Yr. Dec.6 
Date Date Ago Ago 1941 





All Commodities | Nov. 18 119.1 118.7 118.1 60.2 
| 





Nov. 18 91.9 91.4 91.9 51.0 
Nov. 18 126.8 126.2 125.9 67.0 


Farm Products 
Non-Farm Products 


22 Sensitive Commodities | Nov. 21 88.2 88.1 84.5 53.0 
9 Foods Nov. 21 83.9 83.7 845 46.5 
13. Raw Ind‘l. Materials Nov. 21 91.1 91.1 84.3 58.3 
5 Metals Nov. 21 98.5 999 87.6 546 





4 Textiles Nov. 21 78.7 785 79.7 56.3 





MWS SPOT PRICE INDEX 
14 RAW MATERIALS 
1923-1925 AVERAGE—100 
AUG. 26, 1939—63.0 Dec. 6, 1941—-85.0 





1958 1957 1953 1951 1945 1941 
High of Year 154.1 166.3 102.2 215.4 98.9 85.7 
Low of Year 146.5 149.5 147.9 176.4 96.7 743 
Close of Year 150.0 152.1 180.8 98.5 83.5 





DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1926—100 





1958 1957 1953 1951 1945 1941 


High of Year 159.0 1634 1665 2145 1064 846 
Low of Year 150.4 153.8 1668 189.4 105.9 84.1 
Close of Year | 156.5 147.9 176.4 96.7 743 
256 
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FUTURES MARKETS—Futures markets followed divergent courses 
in the two weeks ending November 21. In grains and soy- 
beans, nearby months were in demand while more distant 
options reflected selling. A rather long list of commodities 
finished behind minus signs including lard, cotton, wool tops, 
copper, lead and zinc. Higher prices were registered by cot- 
tonseed oil, cocoa, hides and rubber. 

Wheat prices see-sawed, but with the exception of the 
nearby December, all closed lower. May wheat lost 1'2 cents 
to finish at 197. The Department of Agriculture estimaied 
that growers had placed 454 million bushels of the 1958 crop 
into the loan program through October, versus only 176 mil- 
lion bushels through November 15 of last year. Continuation 
of this high rate of impoundings should eventually lead to a 
firming of bread grain price levels. “ 
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the Real news about 





Latin America is making rapid strides in many fields 
which seldom gain the headlines. Consumer markets 
are growing, and with them is emerging a stable 
and prosperous middle class. With the population 
growing at the fastest rate in the world, production 
in Latin America increased even faster in 1957— 
with a per capita growth of 2.4%. Several Latin- 
American nations have taken great strides in devel- 
oping both heavy and light manufacturing industry. 
And there is a growing understanding by both North 
and South Americans of the common interest which 
they have in the prosperity and security of the 
Western Hemisphere. 

The problem of obtaining the vast amounts of 
domestic and foreign capital required to meet the 





# 


FOR MORE INFORMATION 


on opportunities for your business 


in the countries served by American 
& Foreign Power Co., write the Com- 
pany’s Area Development Section. 





Latin Qmerica. 


growing needs of the area presents a constant chal- 
lenge and opportunity to the people of Latin America 
and to private business in the United States. The 11 
Latin-American nations served by the electric com- 
panies associated with American & Foreign Power 
Company represent an area as diverse in its geo- 
graphic characteristics, resources, and opportunities 
for industry and commerce as any in the world. 
Already one of the largest investors of private capital 
in Latin America, the American & Foreign Power 
System is demonstrating its confidence in Latin 
America’s future by currently investing nearly $100 
million annually in expansion and improvement of 


its facilities. 





100 CHURCH STREET—NEW YORK 7, N. Y. 


Associated electric companies in the following countries: 
ARGENTINA BRAZIL CHILE COLOMBIA COSTA RICA CUBA 
ECUADOR GUATEMALA MEXICO PANAMA VENEZUELA 











Lockheed Management answers your questions about: 


Lockheed’s Diversification 


MISSILE PROGRAMS 


1. How many types of aircraft and missiles is 
Lockheed manufacturing or developing? What 
other activities is Lockheed engaged in? 

Lockheed, long noted for its wide diversi- 
fication, now has more projects in production 
or development stages than at any time in its 
history—thus increasing our resiliency and 
ability to adjust to changing conditions in the 
years ahead. 

Lockheed Aircraft Corporation is composed 
of a team of autonomous operating divisions— 
each one specializing in certain fields and inde- 
pendently active in a multitude of endeavors 
that make up today’s air/space industry. 
Lockheed’s versatility in management and 
technical skills is, we believe, unrivaled in the 
field of flight. 

Here is a partial list (restricted for security 
reasons) of Lockheed projects which are now 
in production or development stages: 


MANNED AIRPLANES — 


1. Transports: Passenger piston Super Constellation 
Cargo piston Super Constellation 
Passenger prop-jet Electra 
Airfreighter prop-jet Hercules 


Utility jet JetStar 
Prop-jet in-flight refueling tanker 
Prop-jet troop, missile carrier 


Prop-jet photo-mapping, air rescue 
Prop-jet drone launcher director 
Chemically-powered logistics 
Jet/prop-jet special air missions 
Supersonic jet transport study 


F-104A-C air superiority jet Starfighter 
F-104B-D two-seat jet Starfighter 

Jet all-weather interceptor 

Jet unmanned 

Jet fighter-bomber 

Close support attack 


2. Fighters: 


. 


3. Trainers: T-33A jet 
T2V-1 jet SeaStar 
i Jet and prop-jet navigational 
Jet and prop-jet electronic counter measure 
4. Patrol P2V-7 piston-jet anti-submarine Neptune 
Planes: WV-2 & WV-2E piston flying radar stations 


P3V-1 prop-jet anti-submarine Electra 
Prop-jet flying radar station 


5. Research U-2 high altitude 


Planes: P2V equipped for International Geophysical Year 


6. Nuclear Nuclear-powered strategic bomber design 
Plane: Nuclear-powered logistics, patrol designs 








1. Navy Polaris missile system 

2. Earth satellite 

3. Army Kingfisher target service 

4. XQ-5 Air Force test drone 

5. X-7A Air Force ram-jet test vehicle 

6. Navy flight test rocket vehicle 

7. Anti-Intercontinental Ballistic Missile 
(study program) 


ELECTRONIC DEVICES 





1. Telemetering equipment 

2. In-flight recording devices 
3. Training aids and simulators 
4. Solid-state electronic devices 
5. Data-link systems 

6. Radar and beacon systems 
7. Data reduction equipment 
8.. Antenna development 


NUCLEAR PROGRAMS 





1. Testing of nuclear devices 

2. Industrial reactor design 

3. Nuclear propulsion for missiles 
4 


. Radiation effects on aircraft systems, 
equipment, and materials 


5. Radiation shielding 
6. Radioisotopes for industry 


RESEARCH PROGRAMS 


e 
. Space communication laboratory 


Man in space 


lon propulsion 


. Gas dynamics under magnetic influence 
. Computing machine memories 

. Very high-speed aerodynamics 

. Human engineering 


and crew fatigue studies 


. Noise suppression 

. Materials and processes 

. Boundary layer control 

. Jet thrust reversal 

. Electromagnetic wave propagation 


and radiation 


. VTOL and STOL designs 
. Operations research and analysis 
. Chemically-powered supersonic 


bomber design 


AIRCRAFT MODERNIZATION AND SERVICE 








1. Maintenance, overhaul 
and servicing 


2. Repair 
3. Modification 


4. Electronics maintenance 
and overhaul 


5. Missile field service support 


- Operation 
. Aviation fuel distributorship 
. Maintenance base operation 




















MANAGEMENT SERVICES 


Airport management consultation 
2. Aircraft production licensing and 
technical assistance 

. Aircraft/missile flight and 
ground crew training 

. Computer time 

. Nuclear operations management 


MANUFACTURING SUBCONTRACTING 


1. Tool design and manufacturing 
2. Fabrication 
3. Assembly 


13,000 parts for commercial 
planes alone — in five U. S. depots. 


1. Passenger/cargo loading bridges 


2. Aircraft/missile maintenance 
and ground handling equipment 
3. Aircraft/missile test and checkout 
equipment 
4. Mechanized cargo loading systems 


5. Aircraft/missile flight and 
maintenance training aids 


6. Aerial delivery systems 


2. Is Lockheed’s diversification paying off in 
increased sales and profits ? 


Yes. And it will continue to. Our drive for 
diversification in the past decade has brought 
significant sales in many new fields. Just 10 
years ago our sales volume was $126 million. 
In 1958 we estimate sales will exceed $900 
million —seven times our 1948 figure. Let’s 
look, for example, at several areas in which 
we have expanded vigorously: 


Missiles and satellites—one Air Force missile 
project in 1948...sales of $194,000. This 
year our Missile Systems Division has been 
awarded orders from three military serv- 
ices at the rate of $1.4 million every work- 
ing day. We expect missile-satellite sales 
will be nearly one third of our total 1958 
sales volume. 


Government research and development—aside 
from missile and satellite work, research 
sales of less than $6 million in 1948 have 
grown to an estimated $22 million this 
year. Postwar research sales through 1958: 
about $170 million. 


Military aircraft—in 1948 we delivered $78 
million worth of Navy antisubmarine pa- 
trol bombers, Air Force jet fighters and jet 
trainers. This year we have delivered jet 
fighters, jet trainers, antisubmarine craft, 
airborne early warning planes, and troop- 
cargo transports to the Air Force and 
Navy at a dollar volume more than five 
times greater than the 1948 level. 


Atomic developments—our studies began 10 
years ago. First contract received eight 
years ago. Current annual revenues: $4 
million. 


Military modernization and service—about $11 
million in revenues in 1948. Now a sprawl- 
ing network of service facilities—Japan, 
Hawaii, Georgia, New York, California- 
brings us service sales 10 times greater 
than a decade ago. 

Commercial transports—in 1948 we delivered 
18 Constellation airliners valued at $31 
million to four domestic and foreign cus- 
tomers. We had orders for 12 more. In 
1958, a year of transition, the Constellation 
line has ended. We are beginning deliveries 
of 163 new prop-jet Electra transports or- 
dered by 15 major domestic and foreign 
carriers. Our commercial backlog stands at 
more than one third of a billion dollars. 


3. What about the future ? 


Our 1958 nine-month financial report 
showed sales at an all-time high and earnings 
nearly one fifth above 1957. We expect this 
higher volume and earnings trend to continue. 

Rising missile-satellite revenues, accelerat- 
ing deliveries of Electra transports, expand- 
ing competence in electronics, and broadening 
markets for our diversified product line will, 
we believe, combine to increase our 1959 sales 
above the 1958 level. 

Next year and in the years to follow, out of 
the many advanced projects we are now de- 
veloping will come exciting new contributions 
to human knowledge—and sales from sources 
undreamed of a few short years ago: 

Commercial applications of missile and 
space travel technologies...radically new 
supersonic jet transports... harnessing of nu- 
clear energy for industrial use...incredibly 
sophisticated electronics applications... 

Or from the whisper of an idea as yet 
unborn, 


LOCKHEED means leadership 








YALE & TOWNE 
Declares 283rd Dividend 
37'2¢ a Share’ 


On Nov. 20, 1958,! 
dividend No. 283 
| 4 | of thirty-seven 
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ae and one-half cents 
| per share was 
declared by the Board 

of Directors out 
of past earnings, 
SN payable on 
AS ith } January 2,1959, to 
"Sj boat, stockholders of record 

— a \ \\\or the close of business 
— 4 Frnt December 10,1958. 
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(ee Wm. H.MATHERS| 


Vice-President and Secretary 


THE YALE & TOWNE mFc.co 


| Cash dividends paid in every year since 1899 
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Oe) AMERICAN 






OIL CORPORATION 


The Board of Directors has declared the 
regular quarterly dividend of seventy- 
five cents per share for the fourth 
quarter of 1958 and a special dividend 
of fifty cents per share on stock of this 
Corporation, both payable December 
15, 1958 to stockholders of record 
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METALS, INC. 


60th Dividend 


A QUARTERLY DIVIDEND 
of SEVENTY CENTS per share 
has been declared on the 
capital stock for the fourth 
quarter of 1958. payable on 
December 20. 1958, to share- 
holders of record on Decem 
ber 5, 1958 





Robert G. Burns, Treasurer 





RICHFIELD 


dividend notice 


November 20, 1958. 


Norman F. Simmonds 
Secretary 


LOS ANGELES ami. CALIFORNIA 
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Latest Trends in Orders 
Backlogs 





(Continued from page 233) 


cases prevailing backlogs are 
well above former years. Both 
companies have _ supplemented 
their electronics lines with im- 
portant missile contracts and 
have established themselves as 
major defense contractors. 


Bosch, however, is still trailing 
last year’s earnings by a wide 
margin, while Raytheon has 
proved to be one of the better 
earners this year with a nine 
month net of $2.10 per share 
compared with $1.62 for all of 
1957. 


Rail Equipments in Doldrums 


The rail equipment picture can 
be summed up best in the latest 
figures published by the industry. 
In October, freight car deliveries 
to the railroads were 1,591 cars 
against 8,295 in the same month 
of last year. Orders for new ears 
in the same month were 781 com- 
pared with 1.582 one month 
earlier and 2,202 in October 
1957. On November 1, 1958 back- 
log of unfinished cars was 23,670 
against 65,718 at the same time 
last year. 

Fortunately most of the com- 
panies in the field are not as 
totally dependent on rail equip- 
ment as they were formerly, so 
backlogs, though down, do not 
present such an_ unfavorable 
factor in the overall picture. 

American Steel Foundries. which 
specializes in railroad castings, 
shows the sharpest drop with a 
$21 million backlog at the end 
of September compared with $53 
million a year earlier, but diver- 
sification is beginning to pay off 


for the company and a better 
level of new orders in other 
divisions has been _ reported. 
Alco Products and Baldwin-Lima- 
Hamilton also show declines in 
backlogs but a good level of 
business is still on the books. 


Aleo, which had total sales of 
$160 million last year still has a 
backlog of $65 million and Bald- 
win has almost $70 million in 
unfilled orders, with sales last 
year running at $184 million. 
For all of these companies, 
earnings have dropped sharply 
in 1958, but reduced dependence 


on railway equipment has _ pro- 
vided enough offsets, so that all! 
are still in the black. Moreover, 
the sudden recovery of economic 
activity and the resurgence of 
carloadings has encouraged many 
of the nation’s carriers to begin 
revitalizing their rolling stock. 
From all indications, therefore, 
the equipment makers may have 
seen their worst days. 

Utility Equipment Backlogs Down 


Along with the rail equip- 
ment producers, the nation’s 
manufacturers of power gener- 


ating equipment have also feit 


some pinch in their backlog 
positions. General Electric and 
Westinghouse, with huge opera- 


tions in fields outside of power 
generation will undoubtedly feel 
less of the impact of this slow- 
down, but for other companies 
the situation may lead to some 
belt tightening. 

Foster Wheeler, which derives a 
smaller percentage of its re- 
venues from utility organiza- 
tions than most of the companies 
in the field has suffered a severe 
drop in unfilled orders since a 
year ago. Not untypically, both 
sales and earnings have bounded 
ahead this year, and for nine 
months the company boasted 
$3.14 per share compared with 
only $2.24 a year ago. But the 
slowdown in utility expenditures 
shows up obviously in the dent 
shipments have made in _ back- 
logs. A year ago they were close 
to $350 million. Today, backlog 
is about $260 million. 

Babcock & Wilcox has endured 
profit margin difficulties this 
year, but its more stable utility 
equipment backlog has not dip- 
ped nearly as sharply as Foster 
Wheeler’s. Shipments this year 
have been running ahead of 1957, 
and for nine months sales rose 
to $276 million from $269 million 
a year ago. When last reported, 
in March backlogs had not slip- 
ped too badly, but it is probable 
that by now they are far be- 
hind a year ago. As an offset 
however, Babcock has been 
chosen time and again by such 
prime defense contractors as 
Westinghouse and General Dy- 
namics, to produce vital steam 
generating and plumbing system 
equipment for important defense 
projects such as the Nautilus 
and the Skate atomic submarines. 

Earnings for the first nine 
months of 1958 receded to $1.41 
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from $2.43 last year, and no sharp 
rebound can be expected for 
1959. Backlog of orders how- 
ever, plus its favored position in 
the defense program should help 
this well-managed company to 
keep its head well above water 
n the trying period ahead. 

On the brighter side, Allis- 
Chalmers, which has just been 
hrough a prolonged lean period, 
ias stabilized its backlog and ap- 
years on the way to earnings 
‘ecovery. Since 1954, a combi- 
nation of poor farm equipment 
yusiness and a spotty record in 
electrical generating equipment 
has led to a steady downtrend in 
arnings. Over the period, per 
share net slipped from $3.60 to 
$2.11 last year. Moreover, the 
lowntrend continued’ through 
he first nine months of this 
‘ear, when net totalled $1.62 
igainst $1.76 in the same period 
i. year ago. However, in the third 
juarter, operations took a turn 
‘or the better. Farm equipment 
sales and orders have picked up 
substantially in line with the ex- 
perience of the rest of that in- 
dustry; the company has gather- 
ed in more than its share of 
1ew roadbuilding equipment con- 
tracts; and electrical generating 
equipment has held up _ better 
that for the industry in general. 
As a result, backlogs have held 
above $200 million for the last 
two quarters and show signs of 
building up again. 

For Allis-Chalmers’ stockhold- 
ers this turn for the better is 
extremely good news. Last year 
the company was forced to cut 
its quarterly dividend, and ad- 
ditional cuts might have been in 
store if a resurgence failed to 
materialize. Now this danger ap- 
pears to have been passed and a 
new uptrend seems under way. 


Some Ups and Downs 


Individual companies outside 
of these groups show wide varie- 
ty in their backlog positions. 
Food Machinery & Chemical, which 
started the year poorly but came 
back with a rush to outspace its 
1957 earnings performance by 
the third quarter, also built up 
substantial backlogs in the peri- 
od. At the end of 1957 unfilled 
orders totalled $66.5 million, and 
new orders for the company’s 
food packaging machinery had 
fallen off sharply. By the end of 
September, however, sales and 
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cE 
cities SERV! 


Cities Service 
COMPANY 
Dividend Notice 


The Board of Directors of Cities Service Company has de- 
clared a quarterly dividend of sixty cents ($.60) per share 


on its Common stock, payable December 15, 1958, to share- 


holders of record at the close of business December 1, 
1958. In addition, the Board declared a stock dividend of 


> 


2°; on the presently outstanding shares, payable January 


22, 1959, to shareholders of record December 1, 1958 


ERLE G. CHRISTIAN, Secretary 





earnings were moving ahead and 
backlog had climbed impressively 
to $82.5 million. 

The outlook for Food Machin- 
ery appears bright at the moment 
since food packaging companies 
have taken heart from the high 
level of consumer spending for 
their goods all through the re- 
cession, and are going ahead with 
capital expansion programs. This 
company can benefit too from 
rentals of machinery now the 
vogue. 

Steel industry suppliers of 
equipment are not so fortunate, 
however. After several years of 
adding on enormous new capaci- 
ty each year, the steel makers 
have now decided to rest easy for 
awhile until demand catches up 
with the enormous potential sup- 
ply. Koppers Co., therefore, which 
specialized in open-heart fur- 
naces and coking ovens has eaten 
steadily into backlog in recent 
months, while earnings have sut- 
fered from higher’ production 
costs. The company does not re- 
lease interim sales figures, but 
earnings at the nine month poin! 
were down to $1.41 from $2.87 
a year ago. Latest backlog fig- 
ures are also not available, but as 
early as last February, unfilled 
orders had already slipped $50 
million to $130 million. Dividends 
at 40¢ quarterly are now running 
far behind last years total of 
$2.50, and no increase seems in 
the immediate offing. 

Blaw-Knox, another leading 
steel] mill supplier has fared bet- 
ter in the profits column, but not 


















D CARBON 
COMPANY 


CHARLESTON, 
ST VIRGINIA 


DIVIDEND NOTICE 


A quarterly dividend of fifty 
cents (50¢) per share has been 
declared on the Common Stock 
of this Company. Also declared 
was a stock dividend of three 
per cent (3%) on issued stock 
Both dividends are payable De- 
cember 15, 1958 to sharehold- 
ers of record at close of busi- 
ness on November 26, 1958. 

Cc. H. McHENRY 

Secretary 
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Diamond 
Chemicals 


Regular Quarterly 
Dividend on Common Stock 


lhe Directors of Diamond Alkali 
Company have on Noy. 20, 1958 
declared a regular quarterly 
dividend of 45 cents per share, 
payable Dec. 15, 1958 to hold- 
ers of common capital stock of 
record Dec. 5, 1958. 


DONALD S, CARMICHAEL, Secretary 
\ 21, 195% 


DIAMOND ALKALI COMPANY 


Chemicals you live by 














TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a 
dividend of 25 cents per share on the 
10,020,000 shares of the Company’s cap- 
ital stock outstanding and entitled to re- 
ceive dividends, payable December 15, 
1958, to stockhoiders of record at the 

close of business December 1, 1958. 
E. F. VANDERSTUCKEN, JR., 
Secretar 


to the same extent in its backlog 
position. Increased shipments and 
a favorable product mix have 
kept 9 month net close to last 
year’s $2.89 per share, but since 
January the company’s backlog 
of orders has dropped to 117 mil- 
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Public Service Electric 
and Gas Company 


NEWARK.N. J. 

















QUARTERLY DIVIDENDS 


The Board of Directors has de- 
clared the following dividends 
forthe quarter ending December 


31, 1958: 
Class of Dividend 
Stock Per Share 


4.0@% Cumulative Preferred . .$1.02 
4.18% Cumulative Preferred .. 1.045 
4.30% Cumulative Preferred . . 
5.05% Cumulative Preferred .. 1.2625 
$1.40 Dividend Preference... .35 
ee 45 


All dividends are payable on or | 
before December 22, 1958 to 
stockholders of record Novem- 
ber 28, 1958. 


F Mitton LUDLOW 
Secretary 








$ PUBLIC SERVICE 


CROSSROADS OF THE EAST 




















DIVIDEND NOTICE 


FLORIDA POWER & LIGHT 
COMPANY 


MIAMI, FLORIDA 


A quarterly dividend of 41c per share 
has been declared on the Common 
Stock of the Company . . . payable 
December 19, to stockholders of 
record at the close of business on 
November 28, 1958. 


R.H. FITE 
President 





3 : — 
This year... enjoy more 
fun in Floride’s sun... 





++. More opportunities in | 
growing industries, too! 
| 
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lion from $143 million. It is still 
too early to tell much about next 
year’s earnings picture for Blaw- 
Knox, but unless new orders be- 
gin to flow, some retrenchment 
will obviously have to take place. 
The company’s fortunes are aid- 
ed however, by a_ particularly 
astute management which in 
recent years has shown excellent 
imagination in weathering hard 
times. 


Troubles In Machine Tools 
The recent recession inflicted 
on the machine tool 
its worst year in three decades. 
From shipments of over $800 
million two years ago, total sales 
this year will not even reach $300 
million. The effect on company 
backlogs, therefore, has obvious- 
ly been severe. In the three 
months period from March to 
June 1958, for example, Cincin- 
nati Milling Machine's backlog slid 
to $42.5 million from $53.7 mil- 
lion. Since shipments have con- 
tinued at a high rate, the figure 
is probably much lower now. Sim- 
ilarly, Bullard Co's. unfilled order 
position dropped by one-third 
in the most recent quarter of the 
year, and from all indications 
a further decline will occur by 
year end. 

Next year promises to be 
slivhtly better for the machine 
tool makers as new orders have 
begun to rise slightly, but for 
the longer range, new problems 
now present themselves. For one 
thing. the new tools are so ef- 
ficient that many of the indus- 
try’s customers find they can 
maintain adequate production 
with fewer machines. For an- 
other, Russian competition has 
reared its ugly head. 

The U.S.S.R. is now exporting 
20 percent of the 125,000 preci- 
sion machine tools it produces a 
year, and these exports are com- 
peting directly with American 
products in many parts of the 
world. Recently, for example, 
Russia offered to provide a West- 
ern European industrial user 
with a horizontal boring ma- 
chine for 30.000 pounds sterling. 
A comparable American machine 
would have to sell for 100,000 
pounds. It seems that machine 
tools are becoming another pawn 
in Russia’s new economic war- 
fare. 


industry, 


Good Portents 


Aside from the few badly de- 
pressed industries, signs of in- 
creasing new orders and climb- 
ing backlogs abound. Even the 
copper, lead and zinc producers 
appear to have passed their 
worst days, and if the steel mak- 
ers experience a resurgence in 
demand from the auto industry 
they will be able to build back- 
logs. In the auto industry, inter- 
mittent strikes have helped to 
hold down production, but from 
all indications dealers stocks of 
cars have been virtually cleared 
and there is now some indica- 
tion that all new orders will not 
be met out of current production. 
If a backlog begins to build up 
for the carmakers, the effect 
should be felt immediately in the 
steel and metal fabricating in- 


dustries. 
In sum, American industry 
has a long way to go before 


backlogs are again as high as 
they were in 1956 and 1957, but 
the decline has been arrested, 
and most important industries 
have begun to come back. Bar- 
ring a sudden change in the 
economic climate, the durable 
goods industries should be in for 
a period of more stable, if un- 
sensational earnings. END 





Outlook for 
Overall Price Stability 





(Continued from page 226) 


agricultural production abroad al- 
so is high and rising. There is no 
mistaking the fact that the pres- 
sures on farm prices and foods 
are rising throughout much of 
the world. 

Until the middle of next year, 
at least, the general trend of 
prices of farm products and 
foods is likely to be downward. 
Prices may decline for several 
years as a result of the new era 
of agricultural abundance, with 
Federal price supports furnish- 
ing only limited support. 


Bigger Meat Supplies 


Prices of meats have tended 
slowly downward since early last 
Summer and may continue down- 
ward for a long time. 

Hog marketings and slaughter 
will show a big increase in 1959. 
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Cattle and calf slaughter also is 
expected to be higher, although 
big increases in these may not 
come until 1960 and 1961, reflect- 
ing a new phase of the cattle 
cycle. 

Along with more pork, beef, 
veal, and lamb, more poultry 
meat is expected. 

Conservatively, total meat pro- 
duction in 1959 may be 5 to 7 
percent larger than this year, 
bringing total output to the high- 
est levels in history, 

This is good news for consum- 
ers, since expenditures for meats 
account for a large part of total 
conagonized tlays for foods, 

* th 
Other Commodities Up 


While prices of farm products 
and processed foods are working 
lower, prices of other commodi- 
ties are moving slowly higher. 

During the past few months. 
the net effect of these opposing 
forces has resulted in a slight 
downtrend in the general price 
level. This downtrend may con- 
tinue or it mav be reversed but. 
in any event, the net change will 
be small in all probability. 

Prices of primary industrial 
materials have risen fairly sharp- 
ly in the aggrevate since last 
Spring, in accordance with the 
customary trend during periods 
of general business recovery. For 
the most part, important increas- 
es have been confined to the ma- 
terials used in durable goods 
industries. 

Prices of finished products 
have been marked up irregularly 
this Fall. Producers are following 
a very cautious policy in marking 
up prices and, where possible, are 
absorbing anv higher labor and 
materials costs. For, the element 
of consumer resistance to price 
increases is strong, and there is 
much apprehension that decreas- 
ed volume may result from price 
markups. 

The unlikelihood of any impor- 
tant improvement in capital ex- 
penditures for new plant and 
equipment until the latter half of 
1959 is a restricting factor on 
price increases in numerous lines. 

Purchasers jin many instances 
are well aware of the pronounced 
gains in productivity during the 
past year, and feel that price in- 
creases are unjustified in view of 
these gains. 
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147TH DIVIDEND 


aor 
| FINANCIAL 


CORPORATION 





A quarterly dividend of $0.60 | 
has been 
Common 


per share in cash 
declared on the 
Stock of C. Il. T. FIinanctat 
Corporation, payable Janu 
ary 1, 1959, to stockholders of 
record at the close of business 
December 10, 1958 


fer books will not close 


The trans 
Checks 
will be mailed 


C. Joun KUHN, 
Treasurer 


eeeeveeeeeeeeeveeeee 


1958. 


November 2 














For the time being and for 
some time to come, the numerous 
pluses and minuses in the com- 
modity situation add up to a high 
degree of overall stability, END 





Searching for Values in Low 
Priced Stocks 





(Continued from page 245) 


Chicago Pneumatic Tool was es- 
tablished in 1901 by Charles M. 
Schwab, the founder of Bethle- 
hem Steel. The company is a lead- 
ing producer of pneumatic and 
electrical industrial machinery 
and tools. An excellent record has 
been made in the last decade, with 
sales and net income nearly trip- 
ling and operating profit margins 
holding fairly steady. Earnings 
this year have suffered by com- 
parison with last and in the Sep- 
tember quarter still show no real 
signs of upturn. However, with 
the road-building program mov- 
ing into high gear and other con- 
struction activities perhaps hav- 
ing seen their bottom, Chicago 
Pneumatic could soon begin to 
feel the effects. The shareholders 
received 5% and 10% _ stock 
dividends in 1955 and 1956, three- 
for-one and two-for-one splits in 
1957 and 1954, and an extra 
$0.125 this year in addition to the 
regular $1 annual rate. 

Foremost Dairies is one of the 
largest dairies, with a _ strong 
growth trend extending over two 
decades. Since 1951 a series of 
important acquisitions has been 
responsible for sales gaining over 
700% and earnings per share 
gaining nearly 200%. Originally 
based in the southeast, Foremost 
has branched out into most of the 
eastern seaboard and much of the 
mid-west and far west, and also 





ANACONDA 


DIVIDEND NO. 202 
November 26, 1958 
The Board of Directors of 

THE ANACONDA COMPANY 
has today declared a dividend 
of Fifty Cents ($.50) per 
share on its capital stock of 
the par value of $50 per share, 
December 27, 1958, 
record at 


payable 
to stockholders of 
the close of business on 
1958. 
R. E. SCHNEIDER 
Secretary and Treasurer 
25 Broaiwsay, New York 4, N.Y 


December 5, 























fe DU PONT DE NEMOURS & COMPANY 


am 


Wilmington, Del., November 17, 1958 


The Boord of Directors hos declared this 
| day regular quarterly dividends of $1.12 
co shore on the Preferred Stock—$4.50 
Series and 87%¢ a share on the Pre- 
ferred Stock—$3.50 Series, both poy- 
able Janvory 24, 1959, to stockholders 
of record at the close of business on 
Jonvory 9, 1959; also $1.50 ao share 
on the Common Stock os the yeor-end 
dividend for 1958, payable December 
13, 1958, to stockholders of record ot 
the close of busi on N b 24, 
1958 














P. S. pu Pont, 3rp, Secretary 


























\ 
UNITED FRUIT 
COMPANY 


238th 
Consecutive 


Quarterly Dividend 


A dividend of fifty cents per share 
on the capital stock of this Com- 
pany has been declared payable 
January 15, 1959, to shareholders 
of record Dec. 12, 1958 
EDWARD D. TOLAND, Jr 


Secretary and Treasure? 
| Boston Mass., November 17, 1958 


























Pullman 
Incorporated 


— 389th Dividend — 
92nd Consecutive Year of 
Quarterly Cash Dividends 


A quarterly dividend of seventy- 
five cents (75¢) per share will be 
paid on December 13, 1958, to 
stockholders of record Decem- 
ber 1, 1958. 


CHAMP CARRY 


President 





TRAILMOBILE 





























MACHINE TOOL CO. 
o 
DIVIDEND NOTICE 
The Board of Directors de- 
clared a regular quarterly 
dividend of 25¢ per share on 
the common stock, and a 
2% stock dividend, both pay- 
able December 20, 1958, to 
shareholders of record 

December 10, 1958. 
G. J. LANDSTROM 


Vice President-Secretar) 


S) 


Rockford, Ulinois 
November 25, 1958 








NATIONAL STEEL 


Corporation 





JS 116th Consecutive 
STEEL Dividend 


The Board of Directors at a 
meeting on November 13, 1958, 
declared a quarterly dividend of 
seventy-five cents per share on 
the capital stock, which will be 
payable December 11, 1958, to 
stockholders of record November 


C 
24, 1958. Pau E. SHroaps 
Senior Vice President 
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has an important stake in the 
Asiatic and Mediterranean 
markets. In recent years, man- 
agement has been devoting its ef- 
forts to consolidating its growth 
through strengthening itself in- 
ternally. Its most recent venture 
is a joint enterprise with Carna- 
tion Company called Dairy Foods, 
Inc. Both companies have assign- 
ed all their patents on instant dry 
milk products to this company, 
which in turn is to license them 
on a royalty basis. Earnings this 
year were hard hit by unusually 
bad weather conditions, but at 
present prices, the stock is at- 
tractive for its yield and longer 
term growth potentials. 


Interlake Iron is the largest of 
the U. S. merchant pig iron prod- 
ucers, an essential raw material 
in steel production. Its principal 
customers are foundries and non- 
integrated steel companies in the 
Great Lakes area. Interlake holds 
interests in 20 iron ore companies 
to assure raw material supplies. 
Earnings have quite naturally 
declined this year, but the com- 
pany just made a $0.35 dividend 
declaration despite earnings of 
only $0.15 in the September 
quarter. Substantially higher 
steel output could have raised 
fourth-quarter earnings consider- 
ably. This company is strong 
financially and over the years has 
turned in a good performance. 
both in sales and earnings. With 
steel operations continuing at the 
present level, earnings in excess 
of $2 are not an unreasonable ex- 
pectation for 1959. 


New York Air Brake is another 
rail equipment company which 
has been able to diversify to the 
extent that the rail equipment 
business now accounts for less 
than a third of total sales. Its 
other products now include spe- 
cialty pumps for aircraft, mate- 
rials-handling equipment, and in- 
dustrial and construction machi- 
nery. Air brakes for locomotives 
and rolling stock are produced 
under a licensing agreement with 
its largest competitor, Westing- 
house Air Brake, and replaceenmt 
volume is growing in signific- 
ance. Earnings turned up sharply 
in the September quarter, from 
a deficit $0.19 in the second 
quarter to a $0.48 profit. Although 
nine months earnings of $0.64 
are far below last year’s $2.39 
for this period, the pickup in the 
latest quarter gives reason to be 
optimistic over next year’s pro- 


spects. The reduced $1 annual | 
dividend currently provides a 
good yield. 


Pan American earnings wil! 
probably be off this year from 
the $1.35 reported in 1957 and 
there is some question regarding 
continuation of the $0.20 quarter- 
ly dividend rate. 

Considerable market interes’ 
has been generated of late ir 
Pennsylvania Railroad shares. The 
road went into the black in Au- 
gust, and earned 31¢ per share 
in October. The present price 
seems to be optimistically dis- 
counting the economic improve- 
ment as it partially, affects 
the Pennsy. Sers wi"! 

Pittsburg Coke yyenical earn- 
ings as yet this yea: do not cover 
its $1 indicated dividend. The 
company is still heavily dependent 
on pig iron and coke but has 
diversified into chemicals, serving 
mainly the plastics, pharmaceu- 
ticals and agricultural chemicals 
industries. It is the only mer- 
chant pig iron producer in the 
Pittsburgh area and should bene- 
fit from higher steel making 
operations. An unusually strong 
financial position should enable 
the company to continue the cur- 
rent dividend. END 





Strategic Materials From 
Outside Sources 





(Continued from page 239) 


by not relying for all our foreign 
needs on any one supplier. To a 
large extent our importers have 
already done this. The only fore- 
ign country on which we depend 
for an unduly large share of sev- 
eral strategic raw materials is 
Canada, which for strategic and 
international political purposes 
can be counted as one with the 
United States, Finally, wherever 
part of our supplies come from 
domestic sources and part from 
abroad we should try to main- 
tain some domestic excess capa- 
city to be utilized only in case of 
emergency. Again, our Office of 
Defense Mobilization has already 
done much along these lines. And 
our income tax law which pro- 
vides for special allowances to 
most mineral producers in recog- 
nition of the principle of deple- 
tion, has also acted as an impor- 
tant incentive in maintaining a 
high level of domestic production. 

There may be times when it ap- 


THE MAGAZINE OF WALL STREET 





Ar 
ho 
tio 
shi 


mi 
dit 
nn 
flu 
na 
be: 
car 
ag 
tic 
du 
mé 
cel 
res 
Ur 
col 
the 
we 
m¢ 


ins 
pr‘ 
pr 
fol 
fal 
br 
be 
inc 
nic 
wh 
gxri 
jec 


innual 
des a 


will 
from 
7 and 
irding 
arter- 


terest 
ite it 
3. The 
n Au- 
share 
price 
r dis- 
yrove- 
iffects 


earn- 
cover 

The 
ndent 
t has 
rving 
aceu- 
nicals 
mer- 
n the 
bene- 
‘ing 
trong 
nable 
 cur- 

END 





9) 


reign 
Toa 
have 
fore- 
pend 
' $ev- 
Is is 
and 
y0SeS 
| the 
ever 
from 
from 
1ain- 
apa- 
se of 
e of 
eady 
And 
pro- 
s to 
cOg- 
ple- 
por- 
ig a 
tion. 
 ap- 


REET 





pears that imports are not only 
supplementing domestic produc- 
tion of raw materials but are ac- 
tually supplanting them. In the 
eases of oil, zinc and lead this 
situation has arisen earlier this 
year. In each of these cases the 
government has reacted by re- 
stricting imports below the pre- 
vailing level. The government 
was certainly justified in taking 
some action in all three cases to 
prevent a temporary economic 
dislocation among domestic pro- 
ducers. However, it is very ques- 
tionable whether the restriction 
policy was the best means of solv- 
ing the problem. It has greatly 
antagonized all our foreign sup- 
pliers of these materials and has 
caused considerable hardship 
among some of them, since the 
United States is their biggest 
customer, In the case of lead and 
zinc, the effort of the producing 
countries to find new market out- 
lets has immediately brought the 
Soviet Bloc into the picture 
which has offered to take up the 
entire excess production in these 
two minerals of several Latin 
American suppliers. It is to be 
hoped that our import restric- 
tions on these minerals will be of 
short duration. 

In this connection, the present 
effort of the United Nations Com- 
mission on International Commo- 
dity Trade to eliminate the pere- 
nnial evils of commodity price 
fluctuations by means of inter- 
national commodity agreements 
bears watching. No doubt, much 
can be said against commodity 
agreements, since it is their func- 
tion to prevent, or at least re- 
duce, the natural workings of the 
market mechanism. But they are 
certainly preferable to unilateral 
restrictions which—as far as the 
United States is concerned — 
could not help but antagonize 
these foreign suppliers on whom 
we will have to rely more and 
more. 

The Administration is also tak- 
ing steps to help raw material 
producing countries. Our barter 
program whereby we accepted 
foreign minerals for our surplus 
farm products has just been 
broadened. 26 minerals will now 
be eligible under this program 
including aluminum, diamonds, 
nickel, tin, etc. Copper, however, 
which was in the previous pro- 
gram is now excluded. The ob- 
jective of the broadened program 
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is to benefit raw material produc- 
ing countries, while at the same 
time reducing our serious prob- 
lem of surplus farm products. 


The Coming Changes in our Foreign 
Trade Balance 


If our growing imports are 
bound to affect our national se- 
curity position, they will have an 
even greater effect on our foreign 
trade position. For the last quar- 
ter of a century we have exported 
more than we have imported. If 
our growing raw material im- 
ports, combined with our stable 
food imports, will bring about a 
better balance in our foreign 
trade it will be for the good of 
both the United States and its 
trading partners. For no country 
can permanently export more 
goods and services than it im- 
ports. The fact that we have done 
so for so long has been the main 
reason for the great dollar short- 
age abroad, which has caused so 
many restrictions against our ex- 
ports, Since every dollar we 
spend abroad will eventually 
come flying home in the form of 
export orders, our growing raw 
material imports should spell a 
long term prosperity for our ex- 
port industries. 

Equally, if not more important, 
is the fact that an increasing 
share of our dollar expenditures 
abroad will go to those countries 
whose need for foreign exchange 
is greatest, namely the underde- 
veloped countries which account 
for the bulk of the world’s raw 
material output. As these 
countries increase their living 
standard, they are bound to be- 
come better customers, again to 
the benefit of our export indus- 
tries, We can see the workings 
of this mechanism in the case of 
Venezuela, for instance, whose 
billion dollar purchases of Ameri- 
can goods and services last year 
provides a perfect illustration of 
the indirect benefits to our econ- 
omy from raw material imports. 

The metamorphosis of America 
from a “have” to a “have-not” 
nation in raw materials is inevi- 
table. Yet this does not mean that 
our prosperity is in danger, but, 
rather, that we will have to share 
it increasingly with the rest of 
the free nations. In a world in 
which international interdepen- 
dence has become a byword, such 
a development is eminently fit- 
ting. 





Dividend No. 58 


Interlake Iron Corporation has 
declared a dividend of 35 cents per 
share on its common 
stock payable Dec. 15, 
1958, to stockholders of 
record at the close of 
business Dec. 1, 1958. 


Vice President & Treas. 


Interlake Iron 


CORPORATION 
CLEVELAND, OHIO 


Plants: Beverly, Chicage, Duluth, Erie, Jackson, Telede 















$3 Billion Merger — 
General Telephone & Sylvania 





(Continued from page 242) 


In 30 states, our 1745 exchanges 
are the nerve centers of bustling 
areas that are attracting indus- 
tries and people in quest of room. 
That’s why we are installing new 
phones at the rate of 15,000 a 
month. That’s why we are in- 


vesting almost $190 million a 
year in new construction and 


facilities.” 
Structure and Outlook 


for Sylvania Electric 


Turning to Sylvania Electric's 
record: the company was found- 
ed as an electric-lamp venture in 


1901 and began making radio 
receiving tubes in 1928. With 
the acquisition of other con- 


cerns, the company gradually be- 
came one of the leaders in the 
fields of lighting, radio, tele- 
vision, electronic products, in- 
cluding weapons systems, and 
photographic equipment. It has 
earned a profit and paid divid- 
ends on its common stock in each 
year since the stock was first 
publicly distributed in 1928. 

Sylvania is one of the country’s 
two largest makers of electronic 
tubes for radio, TV, computers, 
and many other uses, and this 
division accounts for about two- 
fifths of total sales. Sylvania is 
constantly developing new types 
of electronic tubes, such as the 
recent 110-degree picture tubes 
which have permitted reduced 
depth and increased mobility for 
television sets. 

Sylvania is third in the pro- 
duction of lamp bulbs for gen- 
eral lighting in the United 
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States, second in production of 
fluorescent lamps, and world 
leader in manufacture of photo- 
flash lamps. Along with fixtures 
and accessories, sign tubing, 
guidance lights for aircraft land- 
ing and mercury vapor lamps for 
street lighting, the lamp division 
accounts for roughly one-quarter 
of sales based on an average of 
the last five years. 

Radio and television sets, tape 
recorders and high fidelity pho- 
nographs account for perhaps 
one-tenth of sales. The company 
also makes semi-conductor prod- 
ucts—a relatively new field which 
is growing very rapidly—includ- 
ing diodes, transistors, etc. How- 
ever, since transistors are com- 
petitive with electronic tubes in 
which the company is a leader, 
Sylvania has not gone heavily 
into transistor manufacture 
which has now become a highly 
competitive field. The company’s 
prospectus of March 10, 1958 
stated: “It is believed that the 
continued expansion of new uses 
for tubes and the development of 
new electronic devices and appli- 
cations should largely offset the 
replacement of certain types of 
receiving tubes by transistors.” 
It may be conjectured, however, 
that after the merger greater 
stress will be laid on transistors. 


Acquisitions and Defense 
Business 


Last year the company took 
over Argus Cameras Inc. and 
thus became a leading producer 
of 35mm. cameras and still pro- 
jectors, together with related 
products. The company is also 
represented in the atomic energy 
field through Sylvania-Corning 
Nuclear Corporation, owned 
jointly by Sylvania and Corning 
Glass. Sylvania’s net earnings 
are not broken down by divisions, 
but it appears likely that elec- 
tronic tubes and lighting prod- 
ucts contribute the major part of 
net earnings. 

Last year defense business 
contributed nearly one-fifth of 
sales and in 1958 will be con- 
siderably larger. During the last 
five years Sylvania’s rate of pro- 
fit on defense orders has been 
roughly equal to the average rate 
of other business but it is un- 
certain whether this will con- 
tinue because of renegotiation 
and other factors. Important con- 
tributions have been made by the 
company in advanced communi- 
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cations, defensive missile sys- 
tems, weapons systems and air- 
borne electronic equipment and 
mobile computers. The company 
employs over 2,000 scientists and 
engineers, and has some 45 
plants and 21 laboratories |lo- 
cated throughout the country. 

Sylvania has been increasing 
its defense activities and military 
sales may reach $70 or $80 mil- 
lion this year, and perhaps $100 
million in 1959, compared with 
$62 million in 1956. The company 
has an important place in the 
missile program, with its various 
electronics devices. 

The company is also increas- 
ing its interest in the field of air- 
plane operations. Its beacons, 
which emit light flashes of 30 
million candle power, are being 
installed in a large number of 
airports. At the other extreme of 
size are the small “Panelescent”’ 
devices—thin metal or glass pan- 
els giving off light through ex- 
citation of phosphor coatings, 
used on telephone dials, clock 
radios, and airplane and other 
instruments panels. 

Sylvania earned $1.72 in the 
first nine months this year vs. 
$2.37 in the previous 9 months. 
Earnings for the calendar year 
are estimated at $2.90 to $3 vs. 
$3.48 last year. Sylvania earned 
over $4 in 1955 and 1956, and 
with the present business recov- 
ery and the increase in defense 
business it seems quite possible 


that earnings next year could 
recover to the $4 level. 
General Telephone and Syl- 


vania both pay $2. General Tel. 
advanced to 5914 on the merger 
news, but later receded to 5514 
(November 21 closing). Sylvania 
advanced to nearly 58 and is cur- 
rently 53%. These prices seem 
largely to have discounted bene- 
fits of this merger for some time 
ahead. END 





Companies with Assets 
Around the World 





(Continued from page 230) 


ounces of gold. A new property, 
Antomina, has an indicated ore- 
body of 100 million tons of 1.5% 
copper, although development has 
been suspended because of recent 
low metal prices. 

A very recent development is 
American Smelting’s partnership 
with United Asbestos in recover- 


ing reserves of long-fibred as- 
bestos lying below Black Lake, 
Quebec, The process of draining 
this lake has been difficult, and 
production is only getting under 
way now, but reserves are con- 
servatively estimated at 4.5 mil- 
lion tons, for which the present 
market price is about $135 per 
ton, 

Anaconda Company presents a 
less complex picture, as its major 
foreign properties are all located 
in Chile and operated through 
substantially wholly owned sub- 
sidiaries. These Chilean proper- 
ties include: 


Reserves 
(millions 
Mine of tons) 


Potrerillos 13 


Grade of Ore 
1.5°° copper 


El Salvador 300 1.6% 
Chuquica- 

mata 975 1.64%; 
La Africana 3 2.25% 


Chuquicamata is the largest sin- 
gle copper mine in the world. 
Recovery from the above reserves 
would amount to 42 billion lbs. 
of finished copper or gross of $10 
billion, subject again to all min- 
ing and refining expenses. 

To pass more cursorily over 
the remaining metals, Kennecott, 
although primarily a domestic 
company, owns the 4755 acre 
Braden mine in Chile, providing 
about a third of the company’s 
total copper deliveries, and holds 
a two-thirds interest (in partner- 
ship with New Jersey Zinc) in Que- 
bee Iron & Titanium Corp. which 
operates an open pit mine ex- 
ploiting a 100 million ton ore re- 
serve in Canada. Vanadium Corpo- 
ration, the leading producer of 
this steel--alloying metal, obtains 
about half of its chromium ore 
from its wholly owned Rhodesian 
properties, where reserves are es- 
timated as sufficient to meet 25 
years’ requirements at current 
production rates. Vanadium also 
holds a manganese concession of 
200 sq. miles in Northern Rho- 
desia, and prospecting rights 
through 1960 on 2460 additional 
square miles. 

International Nickel holds a near- 
monopoly on Free World output 
of that essential metal, Despite 
continued operation of its Sud- 
bury (Ontario) mines for many | 
years, both output and proven re- 
serves have been increasing, the 


latter currently standing at 264,- | 
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495,000 tons of 3.0% nickel-cop- 
per ore (production in physical 
terms is about 50-50 nickel and 
copper, but nickel sells for three 
or four times the price of cop- 
per.) It has been necessary, how- 
ever, for International to dig 
deeper at its old mines, gradual- 
ly shifting from open-pit to un- 
derground methods. The com- 
pany is currently completing con- 
struction work on its new Mys- 
tery-Moak Lakes mines in Mani- 
toba, where initial scheduled out- 
put is 75 milkion lbs. of nickel a 
year, The new mine will be sec- 
ond only to Sudbury in world 
production. 


lron Ore 


The investor should not, how- 
ever, be so fascinated by the 
more glamorous non-ferrous me- 
tals as to overlook the growing 
foreign reserve position of do- 
mestic iron and steel companies. 
The rapid depletion of our rich 
Mesabi ore has obliged the lead- 
ing steel manufacturers, besides 
utilizing lower-grade deposits, to 
search abroad for new reserves. 
United States Steel initiated ship- 
ments in 1954 from its Cerro Bo- 
livian property in Venezuela, 
which possesses proven reserves 
of over 400 million gross tons of 
high grade ore. The company is 
also developing lower-grade iron 
ore deposits in Canada. Bethlehem 
has operating iron ore mines in 
Canada, Venezuela, Chile and 
Cuba. Republic Steel holds a 10% 
interest in Iron Ore Co. of Can- 
ada, which commenced mining its 
400 million ton reserve of 52° — 
60‘. iron ore in Quebec in 1954. 
Republic also has a 59‘~ interest 
in the Liberia Mining Co. which 
possesses reserves of about 30 
million tons with an exceptional- 
ly high iron content of 68‘. 
National Steel has a 1314‘. share 
in Iron Ore Co. of Canada, from 
which it also has a contractural 
right to purchase 20‘. of annual 
production through 1978. M. A. 
Hanna owns an 18‘. direct inter- 
est in Iron Ore Co. of Canada, 
and participates further in this 
reserve through its 27‘: owner- 
ship of National Steel. 


Paper 


The paper companies with 
large lumber holdings also de- 
serve consideration by the infla- 
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tion-conscious investor, although 
it is impossible to appraise their 
forest reserves even as closely as 
oil or ore deposits. Most well op- 
erated forests are now operated, 
however, on a perpetual yield’ 
basis, and with the rapid growth 
of population, it is clear that 
these reserves can only grow 
more valuable with the passage 
of time. Crown Zellerbach owns or 
controls under long-term lease 
469,000 acres with 11  bilion 
board feet of timber in Canada 
(exclusive of 370,000 acres on 
which cutting is restricted to 
forest improvement) and Rayon- 
ier holds perpetual cutting rights 
on 750,00 acres, also in British 
Columbia. These two companies 
are, nevertheless, primarily do- 
mestic, but the greater part of 
International Paper's forest hold- 
ings are in Canada, where the 
company owns 1,249,000 acres in 
fee and logs 14,887,000 additional 
acres under government license. 


Rubber 


When we come to the rubber 
companies, it will have to be ad- 
mitted that their plantations now 
comprise a very small tail attach- 
ed to the large dog of manufac- 
turing operations. As recently as 
1940, natural rubber supplied 
99‘. of United States require- 
ments; today three-fifths of our 
consumption is derived from syn- 
thetic production. Still, substan- 
tial plantation acreage provides 
at least a “plus” in the appraisal 
of these companies for inflation- 
protection. Firestone and Goodrich 
have both been active in Liberia, 
where the former operates 200,- 
000 acres (with an option upon 
an additional 800,000 acres) un- 
der a 99-year lease from the gov- 
ernment. Goodrich, only entering 
the plantation field recently, now 
has a 65,000 acre development in 
Liberia, with option on addition- 
al lands. Annual yield of from 
1500 to 2000 lbs. of rubber from 
each tree is expected to be three 
times as high as that obtained 
in Malaya. U. S$. Rubber cperates 
plantations aggregating 87,000 
acres in Malaya and Sumatra. 

Among companies jn other in- 
dustries, W. R. Grace has been 
gradually shifting the focus of its 
operations into the chemical field, 
but remains actively engaged in 
transportation and manufactur- 
ing in South America, where it 








also owns a 10,000 acre sugar 
plantation in Peru and half in- 
terest in a tungsten and tin min- 
ing company which controls 20,- 
400 acres in Bolivia. United Fruit 
owns 540,000 acres of cultivated 
lands jn Central America and the 
West Indies, two-thirds of it in 
Costa Rica, Cuba and Honduras. 
This is the equivalent of one acre 
for every 16 shares in land that 
is bound to grow more valuable 
in a food-deficient world, Johns- 
Manville possesses reserves in ex- 
cess of 450,000,000 tons of asbes- 
tos fibre in Quebec, and also is a 
51° owner of Rhodesian Asbes- 
tos Ltd., which commenced oper- 
ations in Southern Rhodesia in 
1954, 


One interesting company in a 
category by itself is International 
Products (ASE), which is engaged 
primarily in extracting quebra- 
cho in Paraguay, but which also 
raises cattle, operates a railroad 
and, more recently, has been 
prospecting for oil, as sidelines. 
The company owns over 2,000,000 
acres of land, used both for grow- 
ing quebracho logs and grazing 
cattle, of which it has 62,000 
head. Oil and gas prospecting 
rights are held on an additional 
7,500,000 acres. International has 
had an irregular dividend record 
with earnings nothing to boast 
about during the past decade, but 
looks more attractive as an infla- 
tion haven. 


It must be emphasized again 
that inflation may not grow as 
rapidly as many expect. In any 
case, protection against inflation 
is hardly the only factor the in- 
vestor must consider. And the 
natural resource assets outlined 
above, however imperishable, can 
only be removed and marketed 
at a cost, rather than being with- 
drawn at full stated value, like 
money from the bank. In brief, 
it cannot be assumed that partici- 
pation in large natural resource 
companies will provide absolute 
protection against all vicissitudes 
that may be encountered. But in 
a society where the dollar is no 
more than a token, and where 
some risk exists in every form 
of investment, stocks that carry 
a claim upon substantial mineral 
resources, timber or cultivated 
acreage possess an impressive 
long-range advantage. END 
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A Personal Service...For The Investor 
With Securities Worth $70.000 or more 


be he recession has bottomed out! Glad tid- 

ings of a pick-up in numerous companies is 
being welcomed. Yet, drab news of continuing 
slack — even further earnings decline is still 
appearing elsewhere. 


This is truly a time when every security you 
own will require careful reappraisal. 


You will want to sell or avoid issues that 
have now advanced to prices not justified by 
1958-59 prospects — issues that may be hit by 
the increased wave of 1958 dividend casualties 
— companies losing out in the competitive 
race. 


You will want to buy and hold companies 
financially strong with the managerial ability 
to secure a full share of defense orders, pub- 
lic works contracts, huge consumer spending. 
Their earnings-dividend outlook may also be 
brightened as beneficiaries of amazing new 
scientific achievements and _ technological 
achievements. 


With business and security prices in the 
throes of adjustment to new conditions, you 
have much to gain from Investment Manage- 
ment Service—which has successfully aided 
investors in markets of every type to protect 
and build their capital and income . . . looking 
to future financial independence. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in 
your account . . . advising retention of those 
most attractive for income and growth . . . 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 


make substitute recommendations in com- 
panies with unusually promising 1958 pros- 
pects and longer term profit potentials. 


Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never necessary 
for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are given, 
together with counsel as to the prices at which 
to act. Alert counsel by first class mail or air 
mail and by telegraph relieves you of any 
doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts and 
original research sometimes offer you aid not 
obtainable elsewhere—to help you to save—to 
make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability under the new tax provisions. 
(Our annual fee is allowed as a deduction 
from your income for Federal Income Tax 
purposes, considerably reducing the net cost 
to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for you. 








he ull information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee . . . and to answer any questions as to how our counsel 


can benefit you. 
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ie S568 ore on re . a 
Inside the chassis dynamometer test room at 


Gulf’s new Automotive Products Laboratory. 


How would you like to drive on a turnpike where 
the temperature changes from 70 degrees below 
zero to almost 100 degrees above... where you 
“travel’’90 miles an hour but don’t move...where you 
go up and down steep hills while still on level ground 
... and where you hit a head wind one minute and 
a tail wind the next? 


You'll find this “indoor turnpike,’”’ where such 
things are possible, at Gulf’s huge Research Center 
in Harmarville, Pa. It is part of the Automotive 
Products Laboratory. 


The function of this laboratory is to test a va- 
riety of petroleum products under every conceivable 
road condition. The “indoor turnpike,’’ known as the 
chassis dynamometer test room, is designed to per- 
mit vehicles to be “‘driven’”’ at all normal operating 
speeds and, of course, under all conditions. 


Ever see an 
INDOOR turnpike? 


In this huge drive-in room, elaborate mechanisms 
beneath the floor provide the effects of driving on all 
types of grades, in head or tail winds and with vary- 
ing humidity. 

This allows the testing of a great variety of fuels, 
wheel-bearing greases and transmission lubricants 
under the severest stresses of actual driving. 

The function of the “turnpike” is not only to 
determine the efficiency of petroleum products now 
in use but to test those which will be distributed for 
your use in the future. 


This is indicative of the awesome amount of re- 
search now being conducted by Gulf and other mem- 
bers of the progressive oil industry. All of it has as 
its ultimate goal the preparation of finer petroleum 
products and such scientific advance must have as 
its end result public benefit. 


GULF Gulf Oil Corporation, General Offices, Pittsburgh, Pa. 








